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THE STRONG AND THE WEAK 


by Dr. Stephen |. Miller 
Director of Economics, R. G. Dun & Co. 


The capitalistic system has slowly become 
the basis of our economic structure. Although it 
is impossible to give a specific date to the advent 
of this fundamental economic change, it would not 
be far wrong to say “1776,” for that was about the 
time of its inception. 


The Meaning of Capitalism 

Capitalism means more than the use of mass 
capital—more than “big business.” In this narrow 
interpretation it has become the target for mis- 
understanding and abuse. Capital means machin- 
ery, equipment, materials, money; machinery and 
equipment mean specialization and division of 
labor; specialization means markets, trade, com- 
merce; markets mean supply and demand, and sup- 
ply and demand, when unimpeded, mean competi- 
tion. So the meaning of capitalism or the capitalistic 
system is as broad as the economic structure. 


Eternal Elimination 


It was this broad interpretation that inter- 
ested its foremost critic, Karl Marx, one hundred 
years after the introduction of the machine age. It 
was he who believed the modern industrial capital- 
istic system would destroy itself through compe- 
tition. This conclusion was based on the observa- 
tion that no two business units have the same costs 
of doing business, and, as a result, the low-cost busi- 
ness will slowly but surely drive out the one having 
higher costs. 

When one takes this theory out into the world 
of business it at once becomes a living practical 
force. You may have two or more railroads serving 
common points; two or more plants, stores, farms, 
mines, lumber mills, serving competitive territory, 
and each having entirely different costs of doing 
business. Here is eternal conflict—eternal compe- 
tition—eternal elimination. 

Wages may be the same, accounting systems 
the same, and still the difference will remain. Just 
as long as there are differences in human nature, 
there will be wide variations in management. Two 
competing concerns in the same general locality, 
each employing a thousand men at the same wages, 
using the same equipment and having similar ac- 
counting systems, will present statements in which 
the costs of production show wide variation. 


Of all the factors affecting the cost of pro- 
duction, management is the most variable and elas- 
tic. Of all the factors affecting management, capital 
is probably the most elastic. Stated in another way, 
the opportunity for economy is to be found largely 
in the turnover of stock, financial organization, 
nature of plant and equipment, development of 
markets, and credit control. 


Variations in Management 


There are many reasons to believe that the 
margin between high and low cost business is widen- 
ing. The first reason indicating this is to be found 
in the growing complexity of modern business. The 
more complex business becomes the greater will be 
the variations in management. 


The development of economic activity and 
organization has surpassed that of every other ac- 
tivity, occupation, or profession. One hundred and 
seventy-five years ago each family, in even the most 
progressive countries, produced practically all of 
its food and nearly all of its clothing. The village 
mill, blacksmith shop, and the general store stood 
out as lonesome outposts of the industrial and dis- 
tributive system. In the short period of little more 
than a century the economic world passed from 
primitive to diversified agriculture, from the hand 
loom to modern textile machinery, from the ox-cart 
to the railroad, from horse power to the steam and 
internal combustion engine, from the general store 
to the chain and specialized store, from money 
changing to the existing credit system, from hand 
work to machine production, and from unorganized 
production to the present-day organization of labor, 
capital, and marketing. It is this revolution that 
largely accounts for present-day problems. The 
average man in normal times, especially in America, 
has passed from the economic necessity of thrift 
and frugality into a world of comfort and semi- 
luxury. The automobile, railroad, and steamship 
stimulate his curiosity, and spirit of adventure. 
The theater, press, and radio reveal the fighting 
lines of science, government, politics, industry, and 
society. The individual who formerly swung a 
cradle, wielded an axe, or shod a horse, is now re- 
lating early pioneer stories to his grandchildren. 
Modern economic development has no parallel in 
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history. The citizen stands perplexed and gropes 
about for a decision. The business man faces 
changes in production cost, methods of distribution, 
and the prosperity cycle. 


The second reason for believing that the 
margin between high and low costs in the same line 
is widening, will be found in the rapid applica- 
tion of capital to business. This is seen in agricul- 
ture, where, in some areas, there is an opportunity 
for a full application of machinery; it is seen in 
mines where costs have been revolutionized by the 
introduction of modern equipment; it is seen in 
transportation, and in scores of manufacturing lines 
where equipment and machines, of a few years ago, 
have become obsolete. 


Why Over-Production 


We can now face the question of over-produc- 
tion with more background. Over-production re- 
sults from a complex industrial system, in which 
one producer is unable to know what a competitor 
is doing; it results from heavy fixed charges that 
have accompanied vast capital investments; it re- 
sults from the widening cost margin between enter- 
prises in the same line, which, in turn, has been the 
result of greater variation in management efficiency, 
due to business compiexities, and greater variation 
in unit cost resulting from rapid changes in mechan- 
ical technique. 


Economic conditions during the past ten 
years would seem to justify the above analysis. 
From 1921 to 1930 there had been an almost contin- 
uous prosperity era, yet business in general objected 
to the term “Prosperity.” It was admitted that 
commodities were rapidly passing from the pro- 
ducer to the consumer; that wages were higher, and 
that consumption was at a maximum. At any rate, 
one could accept the conclusion that well-being had 
a wide spread. Yet, throughout all these years 
business men insisted that business was without 
profit. Evidently the pressure of over-production 
and over-distribution was laying a heavy hand upon 
manufacturers and merchants. 


Under such conditions there were just two 
alternatives, either slow down production or speed 
up consumption. The latter seemed to have the 
lesser resistance, and so price-cutting continued, 
credit expanded, credit terms lengthened and out- 
lets multiplied. As a result of this tremendous ex- 
tension of pressure the depression of 1930 not only 
became a major one, but also extended further down 
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into the masses than ever before. The depression 
of 1930 found the consumer facing the necessity 
of a liquidation greater than had ever been experi- 
enced. This constitutes a retarding influence in 
recovery. 


There is little doubt that the period 1922 to 
1930 was profitable to many businesses. Many farms, 
railroads, mines, manufactories and stores had good 
returns, which indicated the strength of the low- 
cost units—that is, the well-managed and well- 
equipped enterprise. This is evidenced by the 
billions of increased dividends during these eight 
years. 


Failures During Prosperity 


A strong proof of the competitive nature of 
business for the past ten years will be found in com- 
mercial failures. The table herewith gives failures 
in the United States from 1866 to 1931. The major 
depression of 1873 kept these figures high until 
1878; the period 1883 to 1898 represented a high 
level as a result of bad economic conditions during 
these fifteen years; from 1898 to 1921 there was a 
marked falling off in failure percentage, with the 
exception of a slight and transitory increase due to 
the secondary depressions of 1907 and 1914. A strik- 
ing observation is to be made in the high level of 
failures for the past ten years, notwithstanding the 
fact that from 1922 to 1929 the country was passing 
through a prosperity cycle. The spreading margin 
of costs accounts for a great deal of this elimination. 
During these years one frequently heard a business 
man say—‘“Prices now are so low that only the best 
equipped factories, mechanically and financially, 
can count on a profit.” 


The Large and Small in Prosperity and Depression 


It is often stated that prosperity is relatively 
more favorable to big business than to small. This 
argument is probably based upon the effect of a 
more rapid diminishing unit cost to the large con- 
cern, as the result of increased production. It 
would be much more accurate to say that a period 
of prosperity makes it possible to give full applica- 
tion to the use of capital, thus spreading the margin 
between the high and low cost enterprises. 


On the other hand, it is sometimes said the 
small business has an advantage over the large in 
a period of depression. This conclusion undoubt- 
edly comes from the observation that a small enter- 
prise has a smaller overhead, and consequently a 
greater ease of adjustment to changing economic 
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conditions. All such conclusions as to the advan- 
tage of the small over the large, or the large over 
the small, in times of prosperity or depression, 
must be advanced with great caution. However, 
it may be admitted that the difference in costs 





through Congressional action. All this means that, 
in due time, there will be just as much economic 
power as in the heyday of prosperity. This means 
that every business excess between 1921 and 1930 is 
capable of being repeated; that waste will continue, 














THE PERCENTAGES OF COMMERCIAL FAILURES TO THE 
TOTAL NUMBER OF BUSINESS CONCERNS IN THE 
UNITED STATES ARE GIVEN IN THIS TABLE 


















































No. of No. of Business Per Cent of 

Failures Concerns Failures 
28,285 2,125,288 1.33 
26,855 2,183,008 1.21 
22,909 2,212,779 1.04 
28,842 2,199,000 1.08 
28,146 2,171,700 1.07 
21,773 2,158,400 1.01 
21,214 2,113,300 1.05 
20,615 2,047,302 1.01 
18,718 1,996,004 -94 
23,676 1,983,106 1.19 
19,652 1,927,304 1.02 
8,881 1,821,409 49 
6,451 1,710,909 .38 
9,982 1,708,061 .58 
13,855 1,783,225 -80 
16,993 1,707,639 -99 
22,156 1,674,78 1.82 
18,280 1,655,4 1.10 
16,037 6 7 -89 
15,452 1,564,279 .98 
18,441 1,525,024 81 
12,652 515,143 -80 
12,924 1,486,389 -80 
15,690 1,447,554 1.08 
1,725 1,418,075 .82 
10,682 »392,949 17 
11,520 1,357,455 85 
12,199 1,820,172 92 
12,069 1,281,481 94 
11,615 »258,172 .93 
11,002 1,219,242 -90 
10,774 1,174,300 -92 
,337 1,147,595 81 
12,186 a 8: 1.10 
13,351 1,058, 1.26 
15,088 1,151,578 1.31 
18,197 1,209,282 1.09 
13,885 1,114,174 1.25 
15,242 1,193,113 1.28 
10,344 1,172,705 88 
12,2738 1,142,951 1.07 
10,907 1,110,590 -98 
10,882 1,051,140 1.04 
10,679 1,046,662 1.02 
9,634 994,281 -90 
9,824 69,841 1.01 
10,637 19,99 1.16 
10,968 904,759 1.21 
»184 863,993 1.06 
6,788 22,2. 82 
4,735 781,689 Bi 5} 
4,375 746,828 -63 
658 702,157 -95 
10,478 674,741 1.55 
8,872 652,006 1.36 
9,092 681,900 1.33 
7,740 642,420 1.21 
5,830 600,490 -97 
5,183 559,764 .93 
4,069 528,970 77 
2,915 475,145 -61 
8,546 427,230 -83 
2,799 352,674 .79 
2,608 8,840 -94 
,780 209,720 1.33 
1,505 160,000 -94 














between large and small business tends to widen 
in prosperity, and to narrow in periods of de- 
pression. 

In looking forward to 1932, the business man 
must reailze that as soon as credit “thaws out” there 
will be just as much as ever. There will be even 
more, for general prices have declined. One may 
even give recognition to the likelihood of inflation 


and that the business death rate is apt to run very 
high. As business emerges from the trough of the 
present depression, experience will remain as the 
only net gain. Even the man in the street knows 
that there have been bad ethics and bad busi- 
ness. The entire level of business must be raised 
if we are to avoid serious limitations to industrial 
freedom. 
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While 1931 paralleled the activity of 1930 in 
the general trend to lower marks in productive and 
distributive totals, it differed by an abrupt shift of 
attention to occurrences in Europe, with emphasis 
more on financial than on industrial recovery. Con- 
certed efforts that were made during the Spring of 
1931 to bolster sentiment and accomplish a stabili- 
zation of values were too feeble to cope with the 
accumulated weakness that had developed in many 
quarters. 

While the gains made during the first half of 
1931 were sufficient 


TRADE REVIEW OF THE YEAR 


$3,843,200,000 in 1930, revealing a decline of 36.5 per 
cent. Purchases in the United States of foreign 
goods also declined, merchandise imports dropping 
to $2,090,000,000 from a total of $3,060,900,000 in 
1930—a loss of 31.7 per cent. 

Volume of sales during the past year in gen- 
eral department and retail stores, taking the country 
as a whole, dropped 11.5 per cent from the total 
recorded for 1930. This compared with a decline 
of 8.6 per cent in 1930 from the 1929 total. As the 
figures covering distribution in 1929 totalled $50,- 
000,000,000, and those 
for 1931 $40,000,000,- 











to give evidence that 
a turn for the better 000, the decline in 
had started definitely, sales during the last 
the failure to vet DUN’S ANNUAL two years rt been 
proper cognizance of STATISTICAL RE C O RD approximately 20 per 
the European situ- cent. While a few 
ation soon dispelled 1981 1980 P.C. wholesale grocery 
the short-lived hopes, Bank Clearings..... $409,620,000,000 - $541,878,000,000  —24.4 firms reported minor 
which were followed i Pee ----- <feneen nee ——— 8 —ee gains in dollar sales, 
by a steady decline in reas a ete pace aps <a “ the majority of com- 
the major industries iin. Se... came sania ten panies in this classi- 
to the end of the year. Excess Merchandise fication closed 1931 
Exports ......... 340,000,000 182,300,000 —56.5 from 3 to 15 per cent 
° Yoml, Failures..... 309, »233,' | s 
Abandon Gold Basis a Pec Bas behind the 1930 totals. 
Stock Sales (sh)... 574,301,710 810,626,768 —29.2 
ane ae so Steel Output po ee 24,900,000 39,286,287 —36.6 Power Output Off 
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year were featured by Unfilled Steel Tonnage 2,735,853 8,943,566 —80.6 The downward 
the British Govern- Cotton Consumption trend of industrial 
ment’s suspension of GOD vs serneese nee se 6+ operations was re- 
the law requiring the Lents: peor nl prises poser ae. flected in the decline 
Bank of England to 7“ : ; ; of power output in 
redeem its notes in © Gress Earnings. 1931, which dropped 
gold. The deep sig- 4.2 per cent, the total 
nificance of this move of 85,700,000,000 kilo- 























was felt in the rever- 

berations that reached American shores, threaten- 
ing, for a time, to shake the confidence in the dollar. 
The failure of commodity and security prices to as- 
sume a firmer tendency was one of the chief handi- 
caps to trade recovery, and the re-establishment of 
confidence in commercial operations. 


Declines in Distribution General 


The outlook in the United States was more 
favorable at the year-end, in spite of the weakness 
in securities markets, but it lost the major part of 
its significance because of the continued unsettled- 
ness of conditions abroad. Instances of individual 
recovery in some of the lighter industries were not 
infrequent during 1931, and doubtless these will 
provide the brightest aspect of development during 
the first six months of 1932. 

Reduced purchasing power abroad was re- 
flected in the course of exports of merchandise, 
which dropped to $2,430,000,000, as compared with 
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watt hours comparing 
with 89,467,000,000 in 1930. This was a rather re- 
markable showing, in view of the heavy decline in 
the demand for power from commercial and indus- 
trial sources. The drop was held in check by the 
growing domestic demand, which continued to show 
a gain. In 1929, the industry produced 90,036,270,- 
000 kilowatt hours, and the 1931 decline from that 
figure was only 4.9 per cent. Production, sales and 
prices of coal all declined in 1931, production of 
bituminous totalling 384,000,000 tons, a 17 per cent 
drop from that of 1930. 


Farm Earnings Down 36 Per Cent 


The income for American farmers of $6,920,- 
000,000 for 1931 was 36 per cent. below that received 
by farmers in 1930, and 42 per cent under the re- 
ceipts in 1929. Thus, 1931 income, which contrasted 
with the $16,000,000,000 recorded during the post- 
war inflation year of 1919, was about equal to the pre- 
war average of 1909-1913, and the lowest since 1911. 








TRADE REVIEW 


Resumption of buying in some of the leading 
primary markets has developed quite definitely thus 
early in the new year. The thinness of present in- 
ventories continues the outstanding favorable factor 
and encourages belief in additional activity during 
the coming weeks. Further hopeful phases of retail 
merchandising are that many stores have abandoned 
the idea of promotion sales merely to increase vol- 
ume; more stress now is placed on lines that carry 
a profit. 

Another feature is that with wholesale prices 
fully 17 percentbelow 





OF THE WEEK 


silk during December were 48,432 bales, as compared 
with 50,645 bales in the month previous, and 55,424 
bales in December, 1930. 


The important factor in textile lines is the 
efforts of producers in the cotton goods division to 
conclude plans for a better control of output for the 
coming year. Sales this month have been large in 
the unfinished goods section, notably in print cloths, 
sheetings, and some other lines for converting; 
some contracts were entered into calling for deliv- 
eries through the second quarter of 1932. 

Wholesale 





those of a year ago, 


—— | dealers are showing 





restocking is being 
accomplishedat 
much greater advan- 
tage than at the be- 
ginning of last year. 
Widely-advertised 
clearance sales of fur 
coats and heavy ap- 
parel have met with 
better response, help- 
ing to move con- 
gested stocks in these 
lines, which have been 
neglected most of the 


Dun Reports 


Industrial Activity 


Agriculture 
¢Cotton Consumption 


Dun Reports 


Winter. Insolvencies (number).......... 
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Sales Satisfactory Foreign Trade 


The majority 
of the retail stores 
have had a fair vol- 
ume of business from 
their January promo- 
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DUN’S INDUSTRIAL INDICES 
Factors Reported Weekly: 


Bank Clearings.............+++0+ 
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stances, it is reported 

that the volume thus far this year has exceeded that 
of 1930, particularly in the South and Southwest. 
Visitors to the wholesale markets increased this 
week, and buying of Spring millinery has started, 
despite the lack of any outstanding style features. 
Orders of consequence for Spring coats and suits 
are not in evidence, as yet, buyers evidently await- 
ing the formal openings. 


Wholesale Buying Broadens 


In the dry goods markets more attention is 
being given several types of gray goods, and a fair 
volume of business has been placed in fine goods. 
Underwear prices for next season have been marked 
a little lower, but mills continue to sell current 
merchandise at the regular quotations. Spring silk 
buying has not been felt to any extent, as yet. Mills 
have placed a few orders for raw silk at the current 
low level, but these are scarcely more than enough to 
cover immediate requirements. Mill takings of raw 


manufacturers are 
looking over the leather market and are confronted 
with a firmer tone than they had expected. In upper 
leathers, buyers find it difficult to get supplies at 
the price levels they had intended to pay. Large 
New England sole leather tanners are reported gen- 
erally firmer on backs, bends and kindred items. 
Sales are not up to schedules, but business now is on 
a higher level than recently. More demand is de- 
veloping for upper leathers. Stitchdown shoe manu- 
facturers are interested only in the lowest grades. 
Attention in the shoe trade centered on the style 
shows at Chicago last week and in Boston this week. 


Industrial Gains Insignificant 


Expansion in manufacturing lines continues 
restricted. While there has been a little improve- 
ment in bookings for the steel industry, many orders 
still are delayed. Manufacturers of tires and acces- 
sories are busier, and the movement of flat glass 
since the first of the year has increased somewhat. 
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CAPITAL AND EQUIPMENT 


AN EDITORIAL 


The case of a hypothetical Blank Corporation 
may be used to illustrate a major present-day busi- 
ness problem. 


The Problem 


In the Spring of 1928 the Blank Corporation 
was doing an active and profitable business. Care- 
fully planned advertising and sales campaigns were 
resulting in a volume of orders that could be filled 
only by utilizing all available productive equipment. 

The annual volume of business had shown 
such a substantial increase in the period from 1922 
to 1928 that it had definitely outgrown plant facil- 
ities. For the first few months of 1928 the factory 
was kept running twenty-four hours a day but in 
spite of this a part of the incoming orders had to 
be contracted out to keep deliveries up to schedule. 

The directors felt that the time had come for 
them to consider a permanent addition to manufac- 
turing capacity. They preferred to handle all orders 
within their own plant and they were impressed by 
the many favorable aspects of the business outlook. 


The Decision 


As the directors had never before passed 
upon an immediate and substantial addition to manu- 
facturing equipment they deliberated carefully. 
They saw that the country was enjoying more pros- 
perity than ever before, that national purchasing 
power was high and that there seemed no reason to 
expect any material change in the near future. A 
few expressed the opinion that demand might not 
continue indefinitely at existing levels but the long 
continued prosperity had made such an impression 
upon all as to cause them to agree generally that if 
a recession should come it would probably not be of 
such intensity or duration as to affect seriously the 
earning power of the Blank Corporation even with 
the contemplated increase in plant. This reasoning 
finally led to the decision to make a sizeable addi- 
tion to productive equipment. 

After careful consideration the directors 
voted unanimously for an issue of stock. In the 
Spring of 1928, then, in order to expand plant to 
handle a greatly enlarged volume of business, Blank 
stock was offered to stockholders of record. 


The Action 


The terms of subscription were such that 
Blank Corporation obtained more than $20,000,000 
of new money. As soon as they saw that the offer- 
ing was going to be a success the directors au- 
thorized the erection of a new factory. This plant 
contained modern manufacturing equipment in all 
departments and it increased the capacity of the 
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Blank Corporation by nearly 30 per cent. The fac- 
tory was ready for service early in 1929. 


The Effect 


Business continued to come to the Blank Cor- 
poration through 1929 in volume that utilized the 
full extent of plant capacity. Revenue for the year 
was 10 per cent above that of 1928 which in turn 
had gained 10 per cent over 1927. 

Deflation set in in 1930. Prices began to fall, 
purchasing power decreased steadily and all types of 
organizations began to experience difficulty in get- 
ting business. For the full year 1930 the revenues 
of the corporation were 2 per cent below those of 
1929. With the intensification of unfavorable busi- 
ness conditions in 1931 Blank Corporation revenues 
showed a further drop of 20 per cent. Under these 
adverse influences the price of Blank stock followed 
a downward trend for the entire period. 

The corporation in this period was seriously 
handicapped by having to mark-down the valuations 
of inventories very drastically to keep them in line 
with existing markets. It had also a large amount 
of idle plant capacity. 

A long record of dividend payments was 
broken when the dividend on Blank stock finally 
was omitted. The revenue of 1931 was sufficient to 
cover dividend requirements of 1928, in other words, 
even on the basis of present fixed charges revenues 
would have been adequate to earn and pay the 
dividends accruing on the smaller number of shares 
outstanding three years ago. 


The Parallel 


Parallels to the experience of the Blank Cor- 
poration can be found throughout American indus- 
try. We all have personal knowledge of corpora- 
tions that financed in the same way for the same 
purpose and with the same effect. We have all 
owned stocks that have gone down steadily in the 
last two years because of the effect of deflation upon 
an over-capitalized and over-equipped corporation. 

It is easy for us to understand in light of our 
present knowledge that one of the most unfortunate 
aspects of the boom period was that securities were 
sold to create additional productive facilities. The 
existence of this extra equipment and capital today 
make earnings on investment more difficult. 

What will be done about capital and equip- 
ment? It is possible for buyers to be found for 
plants. Factory space may be leased; fixed asset 
values may be written down without regard to origi- 
nal cost. To what extent business men regard capital 
and equipment as a problem in 1932 and the means 
which they adopt to solve it will be an interesting 
chapter in a troublesome economic period. 
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SIGNIFICANT TRENDS IN PRESENT-DAY BANKING 


AN 


INFORMAL DISCUSSION 


by Harvey D. Gibson 


President, Manufacturers Trust Co., New York 


Most of the leading New York City banks are 
members of the New York Clearing House Associa- 
tion. Every business man in the metropolitan area 
is aware of this fact, yet many do not appreciate its 
full significance because the institution is one of 
such long standing and its existence is so familiar 
to everyone. The impression that the sole purpose 
of the Clearing House is 
to facilitate the flow of 
inter-bank transactions is 
erroneous—the Clearing 
House stands for far more 
than this. 

The Clearing House 
is a voluntary association 
which imposes upon mem- 
bers rigid standards of 
banking conduct. Clearing 
House examiners are con- 
tinuously busy checking up 
on reserves, on investments, 
and on the observance of 
many other regulations 
which are designed to pro- 
tect depositors of the mem- 
ber banks of the association. 
By insisting that member 
banks exercise extreme con- 
servatism in all their deal- 
ings the New York Clearing 
House was one of the most 
powerful constructive 
forces at work during the 
inflation period, just as, by 
strict adherence to this 
policy, it has continued to 
be an important stabilizing 
influence since the beginning of the deflation era. 

New York is the money center of the United 
States and it is also one of the most important in- 
ternational money centers of the world. This being 
so it is natural that other countries and other parts 
of the United States should be vitally interested in 
the condition of banks of this city. The fact that 
Clearing House banks long ago set an aim of high 
liquidity and that recent statements show this objec- 
tive attained is reassuring not alone to New Yorkers 
but to business men all over the world as well. 

The drastic decline in prices of securities and 
commodities has tended to create in the minds of 





Harvey D. Gibson, President of the Manufacturers 
Trust Co, of New York City 


the public a lack of confidence in banks, in indus- 
tries and even in the future of America. Today we 
see the very unusual spectacle of stocks of leading 
New York banks selling at less than their book 
values and stocks of some industrial concerns sell- 
ing at prices that are about equal to their cash hold- 
The downward trend of prices which 
has resulted in situations 
of this kind has been so 
long continued that it 
has tried the patience of all. 
Each of the many read- 
justments of values has 
tended to make more diffi- 
cult the positions of insti- 
tutions and individuals 
owning negotiable assets 
and to defer further the 
hope of a broad revival of 
industrial activity. 

At a time such as the 
present it is particularly 
important to remember that 
the investments of New 
York City banks are of a 
very high character. There 
can be no question that the 
superior quality of New 
York bank investments is a 
strong element in the bank- 
ing situation in the city. 

There has been no- 
ticeable in the recent past 
a tendency among banks 
with security affiliates to 
discontinue or greatly to 
curtail the operations of 
these subsidiaries. To my mind this is an encourag- 
ing trend in that it points to the probability of 
greater future concentration upon purely banking 
services. An institution, operating under a banking 
charter, which specifies clearly the nature of the 
businesses in which it may engage, should, it seems 
to me, limit its activities within the scope of its 
charter rather than to form a separate corporation to 
engage in dealings not permitted under the original 
grant. This view appears gradually to be gaining 
recognition. 

The high total of bank closings of 1930 and 
1931 constituted a disturbing influence of the first 


ings alone. 
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magnitude. No bank suspension, regardless of the 
cause, may be regarded as anything but a very un- 
fortunate event. The suspension of a bank not only 
ties up the funds of innocent depositors and retards 
business in the community in which it occurs but it 
also unsettles public confidence in the entire bank- 
ing structure. Appreciating as we do these aspects 
of bank closings it seems a little heartless to discuss 
them in an entirely impersonal way. Still, such 
occurrences do present many problems and for this 
reason brief comment upon them may be in order. 
A bank that is 
not properly man- 
aged attracts the 
wrong kind of busi- 
ness. It may pay 
too high interest 
and make unsound 
loans. A bank that 
has done these 
things is in a vulner- 
able position when 
general deflation 
setsin. Bidding for 
deposits has always 
been an unsound 
banking policy and 
in-so-far as closings 
of poorly managed 
banks tend to lessen 
this and other un- 
sound practices 
such closings are to 
that extent a con- 
structive influence. 

The affairs of 
a poorly managed 
bank may be so 
hopelessly involved 
that complete liqui- 
dation after the 
closing is the only. 
course. In many cases though, it is possible to re- 
open for business under experienced and conserva- 
tive management, in which event a real service to 
depositors results. Fortunately, there have been 
many banks started anew in this way in the past two 
years and the conservation of their assets has re- 
duced the total losses by bank failures by an impor- 
tant amount. 

The question of whether or not we would 
benefit from the adoption of the British banking 
system will probably always be a lively subject for 
debate. The records of British banking and of 
American banking in recent years offer a sharp con- 
trast. We have had many bank failures and the 
British have had few. 

Under the British system an executive head- 


Main banking 
the corner of 
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uarters of the Manufacturers Trust Co. at 
road and Beaver Streets, New York City 
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quarters in a large city will control the operations 
of branch banks in all parts of the country. In the 
United States, aside from a few cases of branch 
banking within cities and within States, there is 
practically no branch banking. There is no branch 
banking on a national scale as it is practised in the 
British dominions. 

In considering the question racial, political 
and economic differences must be given due weight. 
The British system works admirably in those na- 
tions where it is now in force. Whether or not it 
would be equally ef- 
fective here is not 
simply answered. 
There is also to be 
considered the type 
of banking repre- 
sented by nation- 
wide ownership by 
a large bank or 
holding company of 
a controlling 
amount of stock in 
a number of differ- 
ent institutions, 
each of which re- 
tails its own individ- 
uality as to name 
and staff. 

It is rarely 
possible for any 
subject requiring 
the consideration of 
so many diverse ele- 
ments to be settled 
quickly. There are 
a great many con- 
troversial points in- 
volved in the dis- 
cussion of chain 
banking versus unit 
banking and in that 
of branch banking versus unit banking. It is im- 
probable because of this that definitive action on a 
change in the present banking system will take place 
in the near future. 


The Reconstruction Finance Corporation re- 
cently proposed by President Hoover will be a far- 
reaching institution. An organization with the 
broad powers and the high ideals of the Recon- 
struction Finance Corporation can, and doubtless 
will, be a potent force in dealing effectively with 
the problems created by the present unsettlement 
of economic conditions. That this institution can 
aid materially in the restoration of confidence in 
American industry and in the American banking 
structure cannot be doubted by any thinking man. 
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SURVEY OF INDUSTRY - 





FOURTH QUARTER, 1931 


by Quincy Adams 


Production lower by 28.2 per cent and sales lower by 27.3 per cent in contrast to fourth quarter of 1930— 
Unit inventories down by 21.1 per cent and inventory valuations by 18.6 per cent—Downward 
salary and wage readjustments less than commodity price decline and less than indus- 
trial curtailment—Employment losses also make favorable comparison with price 
level and recession of industry—Money market continues quiet—Prices 
better in last quarter—Sales decline felt least by essential indus- 
tries—No change in size of average failure in last six 
months a possible indication that most drastic 

readjustment period has passed 


Readjustments continued in every depart- 
ment of industry during the fourth quarter of 1931. 
Earlier in the year there had been general anticipa- 
tion that the final three months of the year would 
witness at least a moderate revival in the activity 
of industry but these expectations did not material- 
ize. At atime when retail buying could have been 
expected to respond to the normal stimulus of cool 
Autumn weathera 


ments and partly due to the unfavorable statistical 
positions of visible supplies and stocks on hand. 
Another noticeable influence was the reluctance of 
buyers to do business at prevailing quotations. 
Still faced with adverse conditions and with 
the necessity of revising estimates of future busi- 
ness, industry in the final three months of the year 
effected many adjustments to bring expenses and 
operating schedules 








EE 


into proper align- 





long series of unsea- 
sonably warm days 


ment with existing 


set in and served to 
check purchasing in 
a number of impor- 
tant lines all over the 
country. Manufac- 
turing operations 
were sharply curtail- 
ed by the decreased 
flow of orders from 
distributors and pro- 
duction schedules 
were revised through- 
out industry. It is 
impossible to state 
definitely how great a 
loss to business re- 
sulted from this post- 
ponement of buying 
but it was clearly 
substantial because, 
in the final weeks of 
the year while retail 
trade responded to 








EXPLANATION OF CHARTS 
CHART I. 


The averages of industrial production, sales, inventories and salary 
and wage scales in this chart are constructed from the reports of 
those industries, the sales of which are shown cpenenely in Chart II. 

The other averages are also derived from primary sources. The 
average of commodity prices is based upon the current position 
of Duwn’s Index Number of Commodity Prices. The commercial 
failure average is based upon R. G. Dun & Co. figures. = average 
of meney rates includes all the principal classes of pape 

Bureau of Labor employment figures and questionnaire returns 
from industrial centers and employment specialists are combined in 
the average for employment. 


CHART I. 


In comparison of industrial sales the sales of the industries 
contributing to the sales index of Chart I are shown individually. 


CHART IIL 
The fluctuations in Dun’s Index Number of Commodity Prices 


are shown since 1919. 
CHART IV. 


The constituents of The Index of Industrial Activity are electric 
power output, bituminous coal productien, clearings outside 
New York City, pig iron production and building contracts. It is 
not meant to serve as a barometer of all industrial activity as 
this is clearly too broad a function for any single index. The 
Index can be applied specifically only after due allowance for all 
factors involved and its significance must be regarded as general. 
The four-year period charted is intended to facilitate short term 


comparisons, 
CHART V. 

The Index of Industrial Activity is plotted for seven years to 
show the average seasonal changes and the degree of departure 
from an arbitrary normal. The moving average shows the trend 
for the period. 














demand and prevail- 
ing price levels. As- 
set valuations were 
revised downward, 
pay roll economies 
were instituted, office 
and factory workers 
were released and 
dividend payments 
were reduced. Earn- 
ings in the period 
were poor, operating 
schedules and prices 
combining to reduce 
aggregate industrial 
revenues to the low- 
est point in many 
years and the sum 
total of the physical 
and policy changes 
instituted by busi- 
ness concerns made 
the period one of 


the usual seasonal influences, there was no appear- 
ance of withheld demand to accelerate the volume 
of transactions. 

The long price decline which had begun in 
the latter months of 1929 was interrupted in the 
middle of October by brisk upward turns in the 
prices in a number of the major staples. The im- 
provement held for several weeks but prices again 
began to fall in the middle of November. From that 
time until the end of the year price unsettlement 
was general. The year-end weakness of prices was 
partly the result of the failure of restriction agree- 


confusing trends and unsatisfactory operating 
results. 


Output Schedules Sharply Curtailed 


The first two averages in Chart I are those of 
industrial production and industrial sales. Both 
averages are calculated on a unit basis from the re- 
turns of the 25 industries, the sales averages of 
which are shown separately in Chart ITI. 

The results of the survey indicate that indus- 
trial production in the last quarter of 1931 averaged 
28.4 per cent less than production in the correspond- 
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ing period of 1930 and that sales in the final three 
months of 1931 were 27.3 per cent lower than the 
sales of the last quarter of 1930. These declines are 
both slightly greater than those shown in the third- 
quarter survey but their relationship to one another 
is very much the same. It is a significant fact that 
in both the third and fourth quarters of the year 
just passed averages from a representative cross- 
section of industry showed a perceptibly greater 
contraction in production than sales. 

From the ratio of change between production 
and sales in the two periods it is possible to make 
deductions as to present-day industrial policies. 
Apparently business men are keeping close watch 
of markets and are careful to see that production 
schedules are revised in keeping with any shrinkage 
in the demand for their goods. This coordination 
of sales and output schedules is one of the most 
favorable tendencies to appear during the deflation 
period. The closeness of the contact between the 
two departments would also seem to point greater 
individual attention being given to the average 
customer’s order and to a new sensitiveness of 
changing trends in demand. 

It is an elementary principle of economics 
‘ that if the law of supply and demand is not to operate 
to the detriment of a business, an industry or the 
entire production of a nation, output must not be 
permitted to exceed the demand, the extent and 
character of which is indicated concretely in the 
sales volume. Very clear appreciation of this con- 
cept appears to have been held by business men for 
many months past; their efforts to guide themselves 
accordingly have been of primary importance in 
their strengthening effect upon the industrial 
structure. 


Inventories Appreciably Reduced 


The third and fourth averages in Chart I 
show the comparison of averages of industrial in- 
ventories for the fourth quarter of 1931 and 1930. 
The first average is calculated purely on number of 
units while the second depicts the position of in- 
ventories on the basis of dollar values. 

The status of inventories is a vital element 
in any industrial survey because of the progress or 
lack of it that may be revealed. Because of the 
great importance of inventory control it is encour- 
aging to observe that this account showed further 
reduction in the last three months of 1931 in keep- 
ing with the prevailing trend of business during 
that time. On a unit basis, inventories for the 
fourth quarter of the year were 21.1 per cent lower 
and inventory valuations were 18.6 lower than in 
the same period of 1930. 

Clearly the careful scrutiny of markets which 
is reflected in the favorable sales and production 
averages has been accompanied by strict supervision 
of inventories. Since the three are inseparably 
linked in the industrial operating program it is 





proper that this should be so. Generally smaller 
stocks of goods on hand are revealed in the lower 
unit inventory figures while those on values connote 
the general adoption of farsighted policies to bring 
the valuations of unsold goods into line with the 
price level by writing them down wherever this 
appears necessary. 

While the actual significance of the fact may 
be extremely general it is interesting to note that 
the 18.6 per cent in inventory values compares with 
a fall in the price level of about 15 per cent for the 
same period. In light of these figures it is justi- 
fiable to say that the present deflation period has 
seen a keen realization on the part of industry of 
the importance of low inventories, valued in con- 
formity with prevailing prices, and that in a ma- 
jority of cases appropriate action has been taken to 
bring this about. 


Moderate Pay Roll Economies Effected 


Following the inventory averages in Chart I 
is an average of industrial salary scales and one of 
industrial wage scales. These were compiled from 
the reports of the industries in Chart II considered 
in conjunction with reports from industrial centers. 

The averages show that industrial salaries for 
the fourth quarter of 1931 were 11.7 per cent lower 
than in the same quarter of the previous year and 
that industrial wage scales for the period were 8.9 
per cent below those in force in 1930. Another 
comparison with the price level suggests itself here: 
the adjustments of salaries and wages were both 
substantially less than the 15 per cent decline in 
commodity prices in the same period. It is also 
true that production and sales in the same three 
months were both off by more than 25 per cent. 

It is only reasonable in an era of low indus- 
trial earnings to expect downward readjustments in 
pay rolls. Contracting earnings of corporations are 
felt in full by the owners. Where the continuance 
of adverse conditions threatens the progress of the 
business unless operating economies are instituted 
the owners may fairly ask the staff to accept a lower 
pay roll level, particularly where the reduction sug- 
gested is less than the price decline and less than 
the shrinkage of business. That this proportion 
was observed by most of the concerns contributing 
to the survey is evident from the averages. 


Employment Shows Further Drop 


The employment average in Chart I is de- 
rived from the same sources as the averages of wage 
and salary scales supplemented by Bureau of Labor 
figures and reports from employment agencies. 

During the entire year 1931 industry was 
striving to adjust its operations to steadily decreas- 
ing demand. The process was further complicated 
by a long-continued price decline. Because of the 
substantial shrinkage that appeared in the volume 

continued on page 53 
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STOCK PRICES CLOSE YEAR NEAR LOWEST LEVELS 


Rallies Never Powerful Enough to Withstand Fresh Liquidation 
Continued Shrinkage in Corporate Earnings a Factor 


The course of stock prices during 1931 was 
steadily downward. The ruling trend was occasion- 
ally interrupted by sharp rallies, some of which 
lasted for more than a month, but at about the time 
that observers had begun to hope that the worst was 
over heavy selling from some source was always 
sufficient to drive prices again below the lowest 
point previously reached. Often the downswing 
would continue for days at a time to the great dis- 
couragement of business men and financiers alike. 

There seemed at times to be specific causes 
for certain phases of the 1931 market but there were 
a few elements which continued to depress prices 
throughout the year. One was poor corporate earn- 
ings records. There could be little incentive to 
bidding actively for the stock of a company which 
had just reported a 20 or 30 per cent decline in 
revenue. The majority of companies with securities 
listed in New York made just such reports during 
the year and some of them published more than one. 

Another influence which operated indirectly 
to prevent higher stock prices was the trend of com- 
modity prices. Commodities of all classes declined 
in price during the greater part of the year. In 
some few cases this was a favorable influence 
enabling operators to buy raw materials more 
advantageously and sell a better quality product at 
the same price or to sell the same quality product 
at a lower price. Most concerns, the ordinary opera- 
ations of which were related to the price level, 
found that the steady drop in prices was cutting 
into their profits because it forced them to write 
their inventory values down and because they often 
had to readjust the prices of finished goods because 
of changes which had occurred while they were in 
process. The stocks of concerns affected in this way 
were obviously less attractive than they would have 
been had not the influence been present. 

The contraction of corporate earnings led to 
increased unemployment. A concern which is 
operating at 60 per cent of capacity naturally will 
not maintain as great a staff as one which is utiliz- 
ing the entire plant. Many corporations found 
themselves early in the year faced with the neces- 
sity of reducing their personnel. As the year pro- 
gressed more workers were put on part time, more 
factories were closed and more salary readjustments, 
both for office and factory workers, were effected. 
In the final months of 1931 the total of unemployed 
in the United States was impressively high, and the 
incomes of those still employed were generally 
below their earnings of previous years. The result 
was that purchasing power was sharply reduced. 
It was reduced not alone by the actual total reduc- 
tion in wage earners’ income but also by the increased 


caution in spending exercised by the average man, 
who felt uncertainty as to the future course of 
business activity and as to his own future as a 
wage earner. The contraction in all markets brought 
about by decreased purchasing power was a potent 
influence in reducing corporate earnings in 1931. 


Spring Rise Culminates in February 


After hesitating for two weeks stock prices 
in the middle of January began a rise which lasted 
until the final week of February. The incentive for 
the movement was the favorable character of the 
current business news. The previous year had 
ended with industry at lower levels than for many 
years past, consequently when accepted indices of 
trade showed improved business for several weeks 
it had a beneficial effect upon public psychology 
and this was reflected for a time in rising stock 
prices. 

It became apparent toward the end of February 
that the necessary vigor was lacking in the revival 
of industrial operations to enable the gains to be 
maintained. While improvement had been reported 
by a number of key industries in the first weeks of 
the year, operations were invariably from 15 to 40 
per cent lower than in 1930, when signs of continued 
improvement disappeared altogether earlier in the 
year than had been customary, the advance stopped 
and was followed by a period of several days of 
irregular fluctuations. 


Long Decline Checked Early in June 


Beginning late in March the general dis- 
appointment over the failure of the business revival 
to prove lasting caused heavy selling of stocks. 
During the weeks that followed liquidation con- 
tinued unabated and toward the end of April prices 
had broken below the lows of the preceding Decem- 
ber. They continued downward through May, the 
weight of offerings proving too much to permit of 
anything more than brief and fitful rallies, the gains 
of which were quickly erased. 

Selling in the latter stages of this movement 
had been motivated in part by the generally poor 
character of business news, by an increasing number 
of bank suspensions, by the poor earnings reports 
of the first quarter and by the fear that the second 
quarter reports might be worse. These influences 
were supplemented late in May and in the first few 
days of June by extreme nervousness over the finan- 
cial conditions of Germany. 

News of President Hoover’s moratorium pro- 
posal was received with marked enthusiasm in finan- 
cial circles and caused one of the most vigorous 
rallies that the market had experienced for months. 
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Prices improved during the entire month of June 
but in early July they began again to sag. Some- 
thing of the edge of the good news was worn off 
during the many days of negotiation which pre- 
ceded the acceptance of the proposal, leaving the 
market exposed to the depressing effects of news 
of bad business. 


Credit Announcement Causes Rally 


The general trend of prices during July and 
August was downward, although a number of minor 
rallies made their appearance. By the end of August 
approximately one half of the ground gained in 
June was lost. From the very beginning of Septem- 
ber a decline set in which for sheer intensity sur- 
passed anything that the market had seen since the 
panic days of 1929. On only three or four days of 
the entire month did prices fail to close materially 
below those of the preceding day. From the start 
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Under the stimulus of the thought that a 
menace had been removed stock prices mounted 
rapidly in October and by early November they 
had regained almost half the ground lost in Septem- 
ber. At this point persistent liquidation came again 
to the market and prices once more began to drop 
steadily. The decline continued until December 
17. A short rally followed in the next few days, 
but at the year-end prices were again close to those 
of mid-December. 

















Operations Forecast Poor Earnings 


In the closing weeks of the year it became 
apparent to all thoughtful observers that industrial 
earnings for the final quarter and for the full year 
1931 would make extremely poor comparisons with 
past periods. The conclusion was based on the low 
levels of activity that had characterized most lines, 
and on the continued decline in basic prices. It is 
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of this movement to its end on October 5 Dun’s 
average of 50 stocks lost about 20 points—almost 
the entire range of the market from January to 
September. 

Failure of the expected Fall improvement in 
business to materialize, the realization that the 
normal gain in retail trade was being indefinitely 
postponed by the unseasonably warm weather, a new 
epidemic of bank closings and nervousness incident 
to England’s abandonment of the gold base, all con- 
tributed materially to the selling which had forced 
prices down so sharply. 

On October 6 President Hoover announced 
that the National Credit Corporation would be 
formed to assist in maintaining liquidity in the 
banking structure. The uneasiness of investors over 
the condition of the banks had prompted much 
selling and an important volume had also come from 
some of the banks which were calling all collateral 
loans in an attempt to secure liquidity. The Na- 
tional Credit Corporation plan gave promise of 
helping this situation and so caused selling from 
these sources to stop. 
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probable that much of the selling from informed 
quarters was in anticipation of discouraging state- 
ments in January resulting from these influences. 


Market Reflects Uncertain Outlook 


Price movements during the first few days of 
January were irregular. This reflects the uncer- 
tainty of investors who are waiting for tangible 
developments upon which to base their investment 
plan in 1932. In the first week of the year prices 
reached new lows, but this movement was followed 
by a brisk rally. 

There is general relief that 1931 has passed. 
The year was one of the most trying in the history 
of our financial markets. Widespread deflation af- 
fected values of all kinds and the revenues of 
individuals, corporations, and governments were 
affected. Although the business and financial out- 
look for 1932 is extremely uncertain there is the 
knowledge that a great deal of correction was ac- 
complished in 1931 and the hope that developments, 
based upon the readjustments, may bring business 
improvement in 1932. 
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WHY THE YELLOW METAL SHUTTLES 


The Effect of Gold Movement on Price Levels 
The Fallacy of Bimetallism 


by Philip H. Smith 


One of our most welcome visitors has been 
leaving the country. Gold is departing by the 
millions week after week with apparently no accom- 
modations for a return trip. The outward move- 
ment is direct, yet seems to be uncontrolled; it 
arouses some apprehension, yet nobody tries to 
stop it. 

As a matter of fact, the outflow of gold is 
nothing for business men to worry about. When 
a nation’s gold supply is involved the seriousness 
of the loss depends on what is left. The United 
States now holds twice the volume of gold required 
as a legal minimum for the Federal Reserve notes 
outstanding and many more millions could be lost 
before there were need to set wheels in motion for 
protection. 

Not so many months ago there were pessi- 
mistic utterances about the enormous inflow of gold 
which was swelling our reserves to unprecedented 
figures. America had more gold than any nation 
and economists declared the abnormal holdings to 
be unfavorable from a trade standpoint. 

Having become accustomed to view the move- 
ment of gold as a record of international trade, the 
.present outflow is confusing. Gold ordinarily moves 
to settle payments when exports and imports are 
balanced. A country which buys more than it sells 
has to offset the excess by shipments of gold. Ever 
since the close of the World War the United States 
has been a heavy exporter and a moderate importer. 
Gold flowed to us in payment. Had our tourists not 
left huge amounts in foreign lands, which were 
spoken of as “invisible balances,” and had not heavy 
freight charges been paid for shipping of merchan- 
dise exports in foreign ships, the amount of gold 
owing us would have been greater. Now, without 
apparent change in balances of trade the tide of 
gold has turned. 

Nations regard gold reserves as far more im- 
portant than they really are, usually from a notion 
that gold is a strong political or military asset, and 
they make strenuous efforts to protect them. When 
balances are struck and specie is called for to settle 
accounts, the actual shipment of gold may be 
avoided by the selling of securities in the country 
to which the gold is owing. Then as a further pro- 
tection discount rates can be raised. 

If there were two savings banks in a com- 
munity, equally strong and equally safe, and one 
paid 514 per cent on deposits while the other paid 
414 per cent, depositors would tend to withdraw 
their money from the bank paying the smaller in- 
terest and place it where it would get the higher 
return. Discount rates act in much the same way. 


When a nation begins to lose gold to other coun- 
tries, it can automatically raise the discount rate 
and so encourage an importation of gold. 

Gold, like any other form of money, is free 
capital and can be moved freely. It tends to flow 
in the direction of highest returns. Gold which 
moves to settle international payments goes into the 
vaults of the central banks where it becomes bank 
reserves. When these reserves fall, the discount 
rate rises, and conversely, when reserves rise the 
rate is lowered. Under present world conditions 
safety for gold reserves has become more than ordi- 
narily important so we find gold remaining in the 
countries where it is least subject to effect of finan- 
cial disturbance, even though it may not obtain the 
highest return. 

It is quite common to find discount rates 
serving to control the movement of gold in the sense 
of retarding it as well as arresting it. Raising the 
discount rate may hold gold within a country until 
a shift in trade balances make the shipment of gold 
unnecessary. 

The heavy outflow of gold which has taken 
place within the past few months cannot be ex- 
plained by the simple item of trade balances. We 
have war debts, tariffs and depreciated currency 
acting to throw trade out of line and inject new 
factors of considerable weight. Most of the gold 
shipped recently went to France. France had built 
up large credit balances here. Payments due on 
trade had been left here on deposit; so was the 
money owing her on checks which she cashed for 
American tourists and finally, there was the credit 
we advanced Germany and which Germany trans- 
ferred to France in payment of reparations, which 
remained here as a credit. Because of the mora- 
tcrium on debts there was no offset to this huge 
amount of gold held here for France and when she 
called it, it went. Raising the discount rate here 
to retain the gold would have meant a higher money 
rate which was against domestic financial policy 
and, furthermore, when a country wants its gold 
badly enough, discount rates count for naught. 

A country has the right to prohibit the direct 
sale of gold when its reserves are seriously depleted 
and there is a danger of a further drain. The net 
result is to have dealings in foreign exchange record 
the depreciation of the paper in terms of gold. 
Foreign exchanges continue just as long as there is 
any foreign trade and settlements have to be made. 
Gold means little in itself; its value lies in its func- 
tion as a facilitator of trade. Payment in gold im- 
plies a trust; other metals might be used just as well 
if people put the same faith in them. 
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Whenever gold moves out of the country in 
large volume business men become agitated. An 
exodus of gold implies low bank reserves, high rates 
of discount and scant accommodations for bor- 
rowers. These are all saddening to a business com- 
munity. It is when credit is easily available that 
business moves on rapidly. Under ordinary con- 
ditions, if the gold moved out as the result of trade 
and investment activities, all these sad things might 
take place. Furthermore, price levels would be af- 
fected. When gold leaves a country the price level 
of commodities falls and when it flows in, price 
levels are raised. But even when that occurs the 
movement does not continue indefinitely. The de- 
parture of gold creates a condition favorable for 
purchasing and exports are stimulated. Eventually 
equilibrium is restored by the flowing back of 
gold in payment on the excess of exports. 

The effect of gold movements on prices is 
rarely of major importance to business because price 
levels are not affected quickly. Equilibrium tends 
to be restored before marked price changes take 
place. If every increment of gold caused a corre- 
sponding rise in prices an inflow would be regarded 
as salutary by business, but the enormous increase 
in our gold holdings is not working that way. 

When international trade is stagnant an in- 
crease in gold holdings does not make a change in 
price levels. Idle money has no influence, it can 
only affect prices when it is buying goods. That is 
the situation right now. Our gold holdings are 
many millions higher than they were at the peak of 
trade activity in 1929, yet price levels have gone 
steadily downward. Trade stagnation is now com- 
mon to all countries whether they have strong gold 
reserves like the United States and France or have 
had their gold stocks depleted as in Germany and 
England. 

The current gold movements have not taken 
place as a normal accompaniment of international 
trade. The effect on price levels is, therefore, 
negligible. If gold moves out of this country it 
may well serve a better purpose by enabling foreign 
banks to expand credit and currency and so aid in 
restoration of trade. 

When prices are falling and times become 
hard, the cry goes up that we need more money. 
That is happening now and has occurred many 
times in the history of the country. Business men 
want more money in circulation to raise price levels, 
prevent further deflation and stimulate activity. 
The wisdom of such an inflationary move is always 
in question. One of the ways suggested to bring 
this about is to augment the supply of gold by the 
coinage of silver. Gold and silver would then be 
used side by side as currency. 

The protagonists of this double standard, or 
bimetallism, are not always wholly concerned with 
a desire to increase monetary stocks. Creation of 
an active market for silver is also a consideration. 
At the moment both production and prices of silver 
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are far below recent levels and that slump condition 
adds to the number of proponents of any measure 
which promises to boost silver. Bimetallists are 
certain that silver can be added to the currency with 
marked benefits. Did not silver play an important 
part in world currencies until very recently? It 
did. The gold standard was not adopted in the 
United States until the latter part of the nineteenth 
century, but the fact remains that the bimetallic 
standard did not function well, which was the rea- 
son for its abandonment. In theory the bimetallic 
standard is plausible, but most economists consider 
it fallacious. 

Troubles in the past arose from the difficulty 
of keeping gold and silver in circulation side by 
side. Success does not hinge on the mere matter of 
public willingness to use the metals interchange- 
ably. Provided both metals have the same purchas- 
ing power there is no advantage in possessing one in 
preference to the other. Sooner or later one metal 
drives the other out of circulation and the primary 
objective of the double standard is lost. Silver has 
to be valued in gold in order to fix its monetary 
value. This value is expressed as a ratio, usually 
15% to 1 or 16 to 1, which means that one ounce of 
gold will purchase 1514 or 16 ounces of silver. But 
silver has another value; it is used in commerce and 
in the arts and so has a value as bullion. These two 
values create the complication. In actual practice, 
silver will be presented at the mint for coinage if 
its value as currency is higher than its value in the 
arts; conversely, it will remain as bullion if under- 
valued at the mint. 

The tendency of the overvalued metal to 
drive the undervalued one from circulation, known 
as “Gresham’s Law,” is a stumbling block to bi- 
metallic success which no one has found a way of 
overcoming. If silver should be produced in large 
quantities and at low cost it would be certain to be 
overvalued and so replace gold in our currency, 
hence it is obvious that supply and demand for a 
metal has a great deal to do with the ultimate suc- 
cess of bimetallism. Once the new standard is 
adopted, all the silver offered for coinage must be 
accepted, for free coinage at all times is one of the 
tenets of the system. 

Economists are by no means in agreement 
that an increase in domestic money supplies would 
be beneficial. We know that doubling the supply 
of money doubles the price of commodities, other 
things being equal. But would it do so now? In- 
flationary moves made within the past few months 
appear to have had no effects. Then, too, we have 
every indication that gold reserves are adequate for 
purposes of expansion or inflation if a policy of 
inflation should be adopted. There appears to be 
no particular advantage in handling twice as much 
money as we had before if the purchasing power 
remains unchanged. Prosperity depends on the 
quantity of goods exchanged and not on the number 
of coins used in making the exchange. 
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BUSINESS DEFAULTS EXCEED ALL PREVIOUS RECORDS 


Both the Number of Failures and Total of Liabilities for 1931 were 
Unusually Large—The Increase Mainly in Two Sections 


by William A. Crane 


The period of time covering the yearly record of insolvencies for 1931 has been the most 
disturbing experienced in this country in at least several decades. Many occurrences have 
developed from time to time, most of them without any previous warning. In a number of 


instances, they were of the first magnitude. 
world-wide importance. 


In some measure these conditions assumed a 
The difficulties involved were closely related to many of the eco- 


nomic problems of the day, and it was impossible to ignore them. The force of each was as 
relentless as the movement of the tides and as difficult of control 


Insolvencies in the United States for the year 
just closed were in excess of any previous record, 
both as to the number of defaults and the amount 
of the liabilities. There were in all 28,285 business 
failures in 1931, with liabilities amounting in the 
aggregate to $736,309,102. The corresponding fig- 
ures for the preceding year were next highest to 
those of 1931, the number in 1930 being 26,355 with 
a total indebtedness of $668,283,846. Relatively, the 
record for the year just closed was the most un- 
satisfactory for many years past. 

There have been several years during the past 
two or three decades when business failures were 
very numerous and losses were heavy. In 1915, the 
ratio was very high, only slightly lower than that of 
last year. In 1896, the ratio of defaults to the total 
of business houses in the United States, was nearly 
as high as in the past year. There were other years 
further back—since the close of the Civil War the 
highest point was that of the year 1878, when the 
percentage was 1.55. 


Some Past High Records 


Conditions both in 1915 and 1896 will be 
readily recalled. And yet last year the percentage 
of business failures was higher than in either of 


those two years. Defaults were very heavy last year 
at the opening of the year, following the disturb- 
ance caused by the many banking failures in the 





In the following table the ratio of the number 
of commercial failures for each year to the number 
of each 10,000 firms in business is given; for many 


years past: 


Years. Number. Ratio. Years Number. Ratio. 
c 5 Sarees 28,285 133.4 DORG 2k 6 ieee 12,186 110.2 
BO rec aiciers : 6,355 120.7 | aR 13,351 126.0 
DSA 23,909 103.5 ee 15,088 131.0 
BRB es sane 23,842 108.4 See 3 3,197 109.1 
>) Sree 23,146 109.3 ve ee 13,885 124.6 
BY s * saine > 21,773 100.9 RR Nivicinies 5,242 127.7 
ee 21,214 100.4 Ds 6.00 woes 10,344 88.9 
ee 20,615 100.7 2 ar 12,273 107.3 
: | 18,718 93.8 cL eee 10,907 98.3 
1922... cece 23,676 119.4 Se 10,882 104.4 
ee 19,652 102.0 i a eco §©6910,679 102.8 
ree 8,88 48.8 eae 9,634 90.7 
Ses 6,451 37.5 Cl hare 9,824 101.3 
2 9,982 58.4 SEs 5/040 016% 10,637 115.6 
eae 13,855 79.9 CO 10,968 121.6 
Oo ea 16,993 99.5 S| a . 9,18 106.2 
LE ans 22,156 132.3 2 ree : 6,788 82.6 
DEM. icc wcies 18,280 110.4 CO 4,735 71.0 
| ae 16,037 99.2 vi RA Se 4,375 63.0 
1 er 15,452 98.7 2 Re . 6,658 95.6 
Oh ea 13,441 88.1 | ae 10,478 155.0 
re 12,652 83.5 2 8,872 136.0 
oo re - 12,924 80.2 So See oe 9,092 133.2 
ae 15,690 108.3 6 eae 7,740 121.1 
ee 11,725 82.6 1874 * 5,830 97.4 
ee 10,682 76.4 3, Se . 5,183 92.5 
Sa 11,520 84.3 SROs ne eseee 4,069 ye fe! 
Se 12,199 91.7 Cs 2,915 61.4 
pC ar 2,069 93.5 are 3,54 83.0 
ae 11,615 92.6 cy ee 2,799 79.3 
oo 1,00 90.2 Sf) a 2,608 93.4 
ee 10,774 91.4 Re 2,780 132.8 
ee eee 9,337 81.3 i Ee 1,505 94.1 
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No. Amount Average No. Amount Average No 

Fail- of Liabili- Fail- of Liabili- Fail- 
Years ures Liabilities ties ures Liabilities ties ures 
1900.. 2,894 88,022,573 11,411 2,488 41,724,879 17,114 2,519 
901.. 8,835 81,708,486 9, 2,424 24,101,204 9,943 2,824 
1902.. 8,418 83,781,758 9,869 2,747 26,648,098 9.699 2,511 
908.. 8,200 84,344,438 10,782 2.428 $2,452,827 13,366 2,548 
1904.. 3,844 48,066,721 14,874 2'870 81,424,188 10,949 2,969 
1905.. 3,443 80,162,505 8,7 2'767 © 25.742;080 9,308 2,596 
1906.. 8,102 88,761,107 10,888 2.510 28,902,967 11,515 2,800 
1907.. 8,186 82,075,591 10,228 2,471 87,498,071 15,178 2,483 
1908.. 4,909  75,706,1 5,422 8,800 48,668,642 12,805 8,457 
1909. 8,850 44,460, 11,548 2,981 44,080,428 14,787 2,836 
1910.. 8,525 78,079,154 20,782 2,868 39,160,152 13,678 38,011 
1911.. 3,985 59,651,761 14,969 8,076 44,046,590 14,819 2,880 
1912.. 4,828 68,012,828 18,051 3,489 999,900 12,898 8,499 
1918.. 4,458 | 76,832,277 17,235 8,705 56,076,784 15,185 3,549 
1914 4,826 88,221,826 17,265 8,717 101,877,904 27,410 4,298 
1915.. 7,216 105,703,355 14,648 5,524 82,884,200 15, 4,548 
1916.. 5,887 $1, 492,746 11,415 4,108 49,748,675 12,110 8,755 
1917.. 8,987 2,807,099 13,286 8,551 42,414,257 Mt 8,249 
1918.. 8,300 49,780,800 15,085 2.589 388,018,262 14, 2,180 
1919. 1,904 35,821,052 18,818 1,559 82,889,884 21,096 1,393 
1920.: 1,627 - 29:702'499 18,256 1,725 57,041,377 383,067 2,031 
1921.. 4.872 180,897,989 87,688 4,163 130,278,615 31,293 4,472 
1922... 7,517 012 '002 «5,867 155,708,978 26,588 5,083 
1923.. 65,816 38:281.574 26,002 4,408 121,192,494 27,493 8,776 
1924.. 6,655 184,865,571 82,601 5,136 119,594,388 23,318 4,441 
1925.. 5.969 128,481,780 21,525 5,451 110,916,670 20,348 4,668 
1926.: 6.081 .450, 17/836 65,395 101,488,162 18,802 4,685 
1927.. 6.643 21,858 28.602 5.658 125,405, 22,184 5.087 
1928.. 7,055 147,519,198 20,910 5.778 103.929. 18,003 5,210 
1929.. 6,487 } 19,157 5,685 107,860,828 18,071 5,082 
1980.. 7,868 169,857,551, 22,986 6,408 167,731,582 26,196 5,904 
1981.. 8,483 214;002,874'\ 26-298 6,624 155,894,995 28,520 5,863 
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THIRD QUARTER 


























FOURTH QUARTER 


IN THE UNITED STATES, AND AVERAGE OF LIABILITIES 


TOTAL FOR THE YEAR 






































Amount Average No. Amount Average No. Amount Average 
of Liabili- Fail- C) Liabili- Fail- of Liabili- 
Liabilities ties ures Liabilities ties ures Liabilities ties 
27,119,996 10,766 2,923 86,628,225 12,531 10,774 188,495,678 12,854 
24,756,172 10,652 2,919 82,531,514 11,145 11,602 113,092,376 10,279 
25,032,634 9,969 2,939 82,069,279 10,911 11,615 117,476,769 10,137 
84,858,595 18,680 8,893 53,788,830 138,824 12,06 155,444,185 12,879 
.168,296 10,885 8,016 82,543,106 10,790 12,199 144,202,811 11,8 
20,329,443 7,061 2,714 26,442,144 9,748 11,520 102, 676, 172 8,913 
21,996,163 9,568 2,770 84,541,278 12,470 10,682 119, Peng 515 11,159 
46,467,686 18,714 3,635 81,848,877 22,879 11,725 197,885,225 16,834 
55,302,690 15,997 3,524 42,638,161 12,099 16: 222,315,684 14,169 
29,094,498 10,259 8,267 86,967,594 11,350 12,924 154,603,465 11,968 
42,177,998 14,008 8,253 47,339,793 14,552 12,652 201,757,097 15,947 
85,167,269 12/211 8,500 52,196,045 14,913 13,441 191,061,665 14,215 
45,532,187 18,013 8,636 "673,081 18,634 15,452 203,117,891 18,145 
63,837,815 17,987 4,825 75,925,912 17,555 16,087 272,672,288 17,0038 
86,818,291 20,200 5,489 85,990,838 15,810 18,280 357,908,859 19,579 
52,876,525 11,626 4,868 60,822,068 12,494 22,156 802,286,148 644 
48,845,286 11,543 8,748 41,625,549 11,120 16,993 196,212,256 11,547 
47,228,682 14,536 8,118 40,491,333 12,986 138,855 182,441,871 18,168 
85,181,462 16,189 1,913 40,044,955 2: 9,982 163,019,979 16,881 
20,230,722 14,528 1,595 ,349,629 26 6,451 113,291,237 17,561 
79,833,595 89,308 8,498 128,544,884. 86,747 8,881 295,121,805 83,230 
122,699,8' 27,440 6,145 194,080,880 81,575 19,652 627,401, 81,926 
117,198,157 28,285 5,259 132,981,756 25,285 28,676 628,896,251 26,85 
.754,559 26,158 5,218 181,208,179 84,728 18,718 539,886,806 28,816 
126,263,495 28,481 5,889 112,501, 20,876 20,615 543,225,449 26,851 
102,251,871 21,928 5,131 1,994, 19,879 21,214 448,744,272 20,918 
87,799,486 18,943 6,662 111,544,291 19,701 21,778 409,232,278 18,795 
115,182,052 22,857 65,818 1238.444,698 1,286 146 520,104,268 22,471 
121,745,149 28,868 5.804 116,366, 20,049 23,842 489,559,624 20.533 
296,702 19.736 5,655 150,824,558 26,671 968 488,250,196 21,604 
135.954,091 28.027 6.680 195.240:668 “ 26,855 668,288,842 25,857 
161,278,685 27,508 7,315 204,533,098 27,961 28, '285 736,309,102 26,082 
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closing months of 1930. The number of failures 
during the first three months of last year was un- 
usually large; also the indebtedness shown. Nu- 
merous insolvencies generally occur at the opening 
of a new year and 1931 was no exception. Losses 
were much larger in the first three months than 
later in 1931, as is quite usual. 

The quarterly record for the past two years 
is compared below: 





Number a Liabilities——_—_, 
United States: 1931 1930 1929 1931 1930 
First Quarter..... 8,483 7,368 6,487 $336, 602,374 $169,357,551 
Second Quarter.... 6, = 6, 403 5, 685 894,995 167, 731, 532 
Third Quarter..... 863 5,904 5,082 isi. 278,635 135,954 091 
Fourth Quarter... 7318 6, 680 5, 655 204,533,098 195, 240, 668 





Wear ..c.ccee 28,285 26,355 22,909 $736,309,102 $668,283,842 


There was quite a recession in the second 
quarter of the year, which is also generally the case. 
A heavy increase occurred in the first quarter in the 
number of defaults over that period for 1930, but 
in the second quarter of last year, while there was 
still an increase in the number of failures it was not 
nearly so large as that of the first three months. 
Furthermore, the liabilities for the second three 
months were actually less than similar figures for 
the second three months of the preceding year. The 
improvement shown in the second quarter of 1931 
was sufficient to attract considerable attention. 

Furthermore, in the third quarter of last year 
embracing the Summer months, insolvencies in the 
United States were again reduced in number, and 
were fewer than they were in the same period of 
1930. The decrease did not reflect any unusual de- 
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cline in the third quarter of 1930, for that was not 
the case. Liabilities in the third quarter of 1931 
were considerably heavier than they were either 
in the three months immediately preceding, or in 
the corresponding time of the preceding year. The 
increase recorded in the third quarter’s liabilities 
was caused by several large failures which occurred 
at that time. 


Increase Largely in Trading Class 


The increase in the number of insolvencies 
in 1931 over the preceding year, was very largely in 
the trading class. Below the failure figures for the 
past two years are separated by the leading lines of 


business: 


c7—Number—, Liabilities ———,, 
Division : 1931 1930 P.C. 


1931 1930 P. C. 
Manufacturing 6,412 6,278 +2.1 $30) 452, pAb berg ny 883 +18.8 
Trading ... 20,170 18,393 +9.7 355,357,685 272, 930,214 +30.2 
Agts., Bkrs.,&e 1,703 1,684 vit 1 97,498,642 156,714,245 —378 


All Com’l .. 28,285 26,355 +78 $736,309,102 $668,283,842 +10.2 


For all three sections an increase is shown 
for the number of defaults, but it is very small for 
the class in which manufacturing concerns are em- 
braced; also for those including brokers and agents. 
The increase in the number of defaults last year 
over those reported in the preceding year for the 
trading division was considerably higher, however. 
The early returns for 1931 indicated that there was 
a large percentage of small trading concerns among 
the insolvencies reported at that time. This quite 
frequently occurs in the opening month of a new 
year and 1931 was no exception. 
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COMMERCIAL FAILURES—1931 

















































































































































































































































































































































































































































































































| 
States TOTAL 1931 —_— | Classified Failures 1931 Banking Failures 
| 
MANUFAOTURING TRADING OTHER COM’L 
New England No. Assets Liabilities|| No. | Liabilities'| No. Liabilities No. Liabilities No. Léabilities|| No. Liabilities 
Maine .......... 198 $1,812,120  $3,284,803|) 182  $3,255,593|| 42 $1, 049, 665 181 $1,855,120 20 $380,018|| .. 
New H re. 68 872,612 1,216,698 76 813,606|| 14 33,545 52 874,648 2 8,500 2 
Vermont ........ 47 260,110 77 1,379,382 | 14 194, ‘779 29 304,775 4 64,515 a wate ae 
Maseachusetts 21,898  22,002;/822  88,655,561|| 1,608  39,669,117|| 491 15,064,459 753 12,209,064 154 11,382,038|| 16 $51,122,800 
veces 428 21,514,291 85,189,718|| “’592  13,043;383'| 171 27, tty 172 509 6,355,5: 48 — 1,360,961 7 12,114,878 
Rhode Island..... 254 2'981/018  4,552,940|| 381 2,849,690|| 81 3, 1686,681 161 B47,825 12 68,934|} .. Se Hes 
Total ...... 2,688 $49,442,978 $88,418,779|| 2,816 $60, 510,721 818 $47,952,801 1,685 $22,246,612 240 $13,214,966|| 23 $63,237,678 
1930 ....... 2,816 38,939,244  60,510,721)| |’... — || 890 20,785,000 1,690 21,566,841 236 18,208,811|| 8 28,678,297 
Middle Atlantic | 
New York....... 4,706 $62, 242,010 $111, 617,948|| 4,079 $133,782,409 || 1,281 $35,128,759 3,134 $59,895,055 291 $16,599,184} 29 $62,786,000 
New Jersey...... 1,892 28,778,119  34,281,055|| 1'482 " 45,319,226'| 439 15,103,245 824 13,313,125 129 5,864,685|| 27 29,280,741 
Pennsyl +++ 1,849 41,180,542 50° :184,181|| 1/6 44,292,976] 456 26,858,182 1,287 85,948,198 106 6,877,801|| 97 263,048,583 
oes nice cectanee sae —>— oO - OO —_ od 
Total ....... 7,047 $127,200,671 $215,083,184|| 7,027 $228,804,606||2,176 $77,085,186 5,245 $109,156,878 526 $28,841,620|| 153 $355,115,824 
1980 [::...: 7,227 164,440,864 223,894,605|| |”. spncuriua 2;125 89,606,797 4,620 75,406,585 482 68,381,273|| 22 316,131,400 
| 
416 $5,912,101 $10,209,889 41  $5,992,908|| 120 $2,805, 259 $5,847,668 37 $2,056,387|| 15 $31,230,944 
47 618,450 1,209,426 . + 371,590 8 $64,425 38 . 1 9,000 oe rors 
G4 377,824 1,674,760|| 123 1'5267346|| 24 382,603 62 1,158,481 8 188,677 || °: iE 
406 3,994,240 7,006,253 339 5,031,053 72 2,508, 319 4,139,2 15 357,980 2 4,015,900 
221 «=. 2,616,172 284|| 219  6'785:182|| 40 1,610,878 170 2,552,57 11 218,835 || 40 28,892,365 
406 5,766,220 '964,191|| 414 1110791894) 40 3,120,814 352 6,466,40 14 376,968 || 32 14,562,225 
102 2,054,104 3,489,702! 131 —8'111'836| 7 «1,738,788 82 1,557,165 18 193,804 || 26 11,035,610 
872 —-B, 889,00! ;666,886|| 887 714081211} 44 38,963,588 823 65,637,059 5 65,689|| 26 11,002,600 
236 2,812,664  4,158,707|| 240 7,452; 080) 17 256,850 209 38,689,488 10 212,874|) “9 11,759,929 
Total ....... 2,800 $29,980,280 $51,760,548 || 2.231 $51,208,550 || 872 $16,551,717 1,814 $31,579,117 114 $8,629,714 159 $112,498,974 
1980 ....... 2,281 383,508,881  51,203,550/| |”... | 408 18,065,499 1,698 28,622,159 125  4,515,892|| 183 182,150,197 
K aa 266 $2, 285,2 $4,588,281 | 46 $1,564,702 206 $2,757,829 14  §$265,750|| 9 $6,287,686 
entucky ..... na g k 245 ,417| 564, »757, a 
Tennessee ....... 853 4,809, 070;504|| 305 $0. a ooe 230|| 57 2.426169 280 6, 5 16 513,556 || 12 2'212/928 
bama ........ 476 2,912,454 1,776,884|| 425 aera" 685|| 49 1,541,701 421 6 79,847 || 26 6,607,651 
Mississippi .::... 418 2,900, r 260 _41896,087|| 23 470,569 398 2;88 2 88,447 || 43 23,637,578 
BERS cavcess Se 3,987,611 « 255 10, 441, 450) 36 1,485,546 321 a 9 733,120 35 11,840,288 
Oklahoma :...... 613 4,808,059 879,748|| 544 5, 4,051 | 47 1,593,320 556 8,066,900 10 219,523|/ 9, 1,402,681 
giana ....... 171 1,690,402 D 144 "908 || 16 269,422 150 2,880, 5 54,546|) 1 800, 
feras .......... 884 — 8,452,228 15,671,182! 634 21,578,61¢|| 81 1,229,698 787 18,764,083 16 677,851|| 21 21,570,081 
3.497 497 $81,346,151 $63,256,786|| 2,805 805 $91,289,488 | 355 $10,581,127 8,064 $50,148,519 78 $2,577,140 156 $74,358,888 
2,805 54,772,993 91,289,488]| ..... ww... | 287 7,808 2,425 36,510,043 93 37,682,092|| 233 231,056,951 
| ‘ 
1,745 $41,408,167 $57,317,888 0 || 407 $25,381,448 1,245 $26,009,493 98 $5,976,392|| 63 $221,570,466 
880,680 9'287|| 1482 bey d 145 14,246'873 | ‘462 805,342 88 1,597,072|| 68 56,285,648 
1,906 45,791;904 FY 410,482 1,766 55'617,201|| 524 30,949,633 1,300 26,278,211 82  9,182,608|| 131 113,820,242 
992 16,023,258  24,819,898|/ 1/112  14'762'099|| 196 872,642 723 =: 11,286,881 73 8,660,870 29 23,746,379 
640 8,100,622 16,889,488|| “g56 13°72 443 176 6,310,144 426 B,123,944 38 1,955, 35 19,201,074 
Total ...... 5,928 $128,204,681 $190,586,403|| 5.647 $184, 028,626 || 1-448 $86,710,740 4,156 $81,508,871 324 $22,371,792 // 326 $434,623. 810 
ROOD Soc ents 5,647 88,387,589 134,028,626|| |... *...’...!.. || #298 50,496,630 4,019 59,746,119 330 28,785,877|| 147 86,725,515 
Central West 
Minnesota ...... 327 $3,998,110 $7,060,496 433 §5,935,362|| 81 $2,782,274 225 $3,794,004 21 —$484,128// 94 — $26,160,700 
297 —_ 5,200,92 0,878,145|| 262  °5'192'437|| _48 2,998,743 243 8,674,211 11 4,210,191|| 126 77,772,831 
799 14,638,568  25,612'634|| 743  26'160'700|| 158 5,235,848 579 16,720,828 62 3,656,463|| 83 26, 062;377 
93 651,190 1,618,235 58 815,678|| 10 265,581 82 1339,93 1 12,724|| 52 9,636,000 
54 225,448 512,297 47 "660 5 50, 47 437,701 2 24'001|, 56 12,243, 000 
240 1,186,201  2,538,271|| 202  $,985'218|| 35 505,231 187 2,723,082 18 809,958 || 106 38,25 
281 1,789;102 4/652, ,016)| 230 "309/279|| 23 544,030 244 2)472/483 14 1,685,503|| 17 4, 700, 000 
Prac ict ica ANS Facto Pos | ne Serene 
2,091 $27,689,632 $52, 872,094|| 1,97 5 355 $12,376,797 1,607 $80,162,329 129 $10,332,968|| 534 $194, 765,908 
1,975 30,088,984 408;384\| 17975 $45 _—_ 319 11,945,773 1,581 25,574,272 125 83,289 || 306 254,007 
130 $592,110 $1,376,929|| 153 442, 17 $265,080 105 $1,053,220 8 $58,629|| 9 $1,627,600 
89 377,486 952/836 7 + $3: S35 5 37,014 79 721,922 5 193,900 | 8 3,368,000 
4 162,100 430,800 4 528,013 4 40,636 36 284/999 6  104,665|| 2 930,000 
182 1,898,928  8,693,489|| 182  2,394,124|| 17 1,871,343 160 1,798,096 5 24,050}, 14 2,885,500 
78 ,720,410 3,672,212 4 429,550 6 2,304,844 65 44,094 7 723,274|| 1 700,000 
79 24:666  2,192;880 7 4,803,445 5 94/156 68 1,784,475 6 814,249|| 2 425,000 
149 871,129  2/211,920|| 129  4'690/859|| 20 151,152 127 1;755,460 2 805,308]; 7 9,140,908 
1 7,652 216,156), 1 or) | ga 5 11 6,156. Rares < Re a5 
764 $6,725,481 $14,746,722|| 709 $16,083,586|| 74 $4,764,225 651 $8,258,422 39 $1,724,075| 43 $19,075,968 
709 10,424,786 16,088,586||  ... 0 wc e cece ee 94 8 413,473 569 7,205,731 46 464,382|, 24 8,111,544 
646 $9,012,224 $17,555,074|| 622 $10,355,532) 171 $5,579,951 425 $5,241,152 50 $6,733,971|! 17 $26,963,019 
396 4,785,066 10,360,581|| 887 — 5,7621421|, 89 6,037,570 277 8,452,941 30 870,070); 13 94;250,671 
2,028 20,552,100 36,678,931)| 1,986 — 30,302,029|| 557 15,863,161 1,296 18,608,444 173 7,202,826), 16 11,664,304 
Total ....... 3,070 $34,349,390 $64,589,586|| 2,945 $46, 419, 982) 819 $27,480,682 1,998 $22,302,587 253 $14,806,367, 46  $132,877,994 
1980 :..... . 2,945 82,237,440 46,419,982/| ..... ....+.....|| 857 22,828,889 1,841 18,298,514 247 5,792,629) 11 13,049,877 
UNITED STAT | { 
Total aT ES og 285 $434,939,209 $736,369,102/|26,355 $668, 288,842 6412 $288,452,775 20,170 $855,857,685 1,708 $07,498,642) 1,440 $1,386,554,484 


1930 


ceccese 26,355 442,799,681 





668,283,842 


6,278 238,639,383 


18,393 


272,930,214 1,684 156,714,245) 


934 907,157,788 





Liabilities Less for Brokerage Division 


It will appear from the record printed above 
that nearly 70 per cent of all mercantile failures in 
the United States last year were of trading concerns. 
Nearly 23 per cent comprise manufacturing con- 
cerns, while the remaining number or about 7 per 
cent are in the third division embracing agents and 
brokers. The liabilities last year in the two classes 
first mentioned, manufacturing and trading, are in 
both cases considerably larger than the amount re- 
ported for the preceding year, while for the third 
division, agents and brokers, a considerable decrease 


appears in the figures for 1931. 


The break that oc- 


curred in the stock market toward the close of 1929, 
resulted in the downfall of many financial concerns, 
and these defaults added to the liabilities reported 
in the succeeding year. 
that appears for 1930. 


Large Failures in the Central South 


Relatively, failures were more numerous last 
year as compared with 1930 in the section of the 


country classified as the Central South. 


Hence the heavy amount 


In that 


section the increase was 24.7 per cent, and was 
largely in Arkansas, Oklahoma, Mississippi and 
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Texas, although all of the eight States comprising 
that geographical division showed a larger number 
of defaults in 1931 than in the preceding year. 
Total liabilities for these eight States, on the other 
hand, was for a smaller amount than in 1930. This 
was due to a very large reduction from the defaults 
which occurred in 1930 in Kentucky, Tennessee, 
Arkansas and Texas. It will be recalled that in 
some of the States last mentioned, a combination of 
insolvencies occurred in certain parts of that section, 
which carried down several large concerns, and the 
result was reflected in the statement of liabilities 
in those States for that year. The increase in the 
number of defaults in those States in the year follow- 
ing was undoubtedly the result of the situation 
created in the closing months of 1930. Some of the 
very large failures mentioned were in the brokerage 
class. 

Insolvencies in all geographical divisions in 
the United States were more numerous last year 
than in the preceding year excepting alone in New 
England. Commercial failures by geographical 
sections, with percentage changes, are compared 
below for two years: 








c-~Number— Per -———Liabilities————, Per 

Sections: 1931 1930 Cent 1931 1980 Cent 
New England 2,688 2,816 — 4.6 $83,413,779 $60,510,721 +37.8 
Middle Atl... 7,947 7,227 $199 215,083,184 223,394,605 — 3.7 
S. Atlantic... 2,300 2,231 8. 51,760,548 51,203,550 + 1.1 
S. Central... 3,497 2,805 +424.7 63,256,786 :239,4388 —30.7 
Central East 5,928 5,647 + 4.9 190,586,403 134,028,626 + 42.2 
Central West 2,091 1,975 + 5.9  52,872,09 ,403,834 +16.4 
Western .... 764 709 + 7.8 14,746,722 16,083,586 — 8.3 
Pacific ..... 8,070 2,945+ 4.2 64,589,586 46,419,982 +39.1 
United States 28,285 26,355 + 7.3 $736,309,102 $668,283,842 +10.2 


Increase in Middle Atlantic States 


There was also quite an increase last year in 
the number of failures in the Middle Atlantic divi- 
sion, embracing New York, New Jersey and Penn- 
sylvania. Here the increase was in the States first 
and last mentioned. New Jersey reporting fewer 
defaults in 1931 than in 1930. For these three States, 
liabilities were smaller last year than in the preced- 
ing year. The reduction in the indebtedness shown 
was wholly in New York and New Jersey. Here 
also the liabilities were smaller last year, as com- 
pared with 1930, mainly in the brokerage division. 
This applies to both New York and New Jersey. 
The liabilities for manufacturing concerns in New 
York and New Jersey were less last year than for 
the preceding year. On the other hand, the indebt- 
edness involved in trading failures for all three of 
the States in the Middle Atlantic division was larger 
last year than in 1930, the increase being especially 
large for New York and Pennsylvania. Failures in 
the manufacturing division, both as to number and 
the liabilities were very much larger last year than 
in 1930. 

A Decrease in New England 


For the other six geographical divisions into 
which the insolvency report is divided, the changes 
as to the number of defaults last year were not so 
large. For the New England States there was a de- 
crease in the number, although the liabilities were 
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much heavier in 1931 than in the preceding year. 
This was owing mainly to some large defaults in 
that section, particularly in the manufacturing di- 
vision in the year just closed. The decrease in the 
number of failures last year was mainly in Massa- 
chusetts and Rhode Island, and for Massachusetts 
largely both in the manufacturing and trading di- 
visions. The increase in the liabilities reported by 
the New England States in 1931 was almost entirely 
due to a large manufacturing default in Connecticut. 
Trading liabilities in all of the New England States 
were only slightly larger in 1931 than in 1930, and 
the amounts were less in Maine, Vermont and Rhode 
Island than in the year before. 


Small Increase in South Atlantic States 


For the South Atlantic States the increase in 
the number of insolvencies and the indebtedness re- 
ported was quite small. In both of the Carolinas 
and in Florida fewer defaults occurred in 1931 than 
in 1930 and in five of the nine divisions comprising 
this section, liabilities also showed a reduction. 
Trading failures were more numerous in the South 
Atlantic States last year than in the preceding year, 
but for both the manufacturing division and the sec- 
tion embracing agents and brokers defaults were not 
only reduced as to the number but the liabilities 
were less than in 1930. 


In the Central Eastern States 


Quite a number of large failures in the Cen- 
tral Eastern division, embracing the five States 
north of the Ohio River and East of the Mississippi, 
added very materially to the amount of liabilities 
shown last year. The increase was in both the manu- 
facturing and trading sections. These defaults 
were especially large in Ohio and Illinois. For both 
of these States there was also quite an increase in 
the number of failures in 1931 over 1930. On the 
other hand, for the other three States in that divi- 
sion, Michigan, Indiana and Wisconsin, fewer fail- 
ures occurred, but the liabilities were very much 
heavier. Only Wisconsin reported a reduction in 
the number of manufacturing defaults last year, and 
for a smaller amount. There was an increase for 
the other four States in that section both in the num- 
ber of manufacturing failures and in the indebted- 
ness shown. As to the trading failures, three of the 
five States reported fewer failures, but for all five 
the liabilities were heavier. In the division embrac- 
ing agents and brokers both the number and indebt- 
edness was reduced for 1931. 


West and Pacific Coast 


In the West and Far West and for the Pacific 
Coast States increases were not very large as to the 
number of failures last year, but liabilities were 
much heavier, especially in the three Pacific Coast 
States. The amounts were also quite a little larger 
for the Central Western group. In the latter, the 
increase applies to all three divisions, manufactur- 










FAILURES BY BRANCHES OF BUSINESS—FIVE YEARS 








Number 
MANUFACTURERS 1 
Iron, Foundries and Nails..........+ wséee 
Machinery and Tools eee 
Woolens, Carpets and Knit Goods 
Cottons, Lace and Hosiery 
Lumber, Carpenters and Coopers 
Clothing and Millinery....... eocccrtecossce 
Hats, Gloves and so0 
Chemicals and Drugs... 
Paints and 


1930 


Milling and Bakers 

Leather, —— and Harness.. 

Tobacco, CtC....ccccccsccscceccccece estes 
Glass, haseeasanas and Brick 

All Other 


Total Manufacturing 
General Stores. ecccecce o00 
Groceries, Meat and Fish........esees++s 
Hotels and © cream 
Tobacco, 
Clothing 3 Furnishings. 

Good 

Furniture and Crockery 


Chemicals and Drugs 


All Oth 
Total Trading 


16,082 


Liabiliti 
1929 


$6,282,248 
11, ‘599.7 780 


1931 
os 825, id 
2,008, 


1930 
969,529 

35,599 
J47,236 
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79,779,472 
$186,734,420 


23 
98,638,007 
$238,639,883 
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$283,452,775 
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6, 623 592,818 
59, 346, 402 61,367,453 
$272,980,214 $224,731,366 $228,194,421 



































82/359,812 
$355,357,685 


17, 993, 107 

















$225,301,426 


Other Fe Bh cowrcccecoessecesceess 
Total United States 


1,485 1,441 1,882 
22,909 23,842 


97,498,642 156,714,245 71,784,410 81,780,079 80,405,021 
23,146 $736,309,102 $668,283,842 $483,250,196 $489,559,024 $520,104,268 
Iron, Woolens and Cottons include all the branches of those manufactures; Machinery includes vehicles, shipbuilding, hardware, fixtures and 


(NOTEB.— 
implements; Lumber includes building lines, saw, planing, sash and door mills and furniture ; Clothing includes tailors, men’s and women’s clothing, also 
furnishings: Chemicals include chominal fertilizers; Printing includes books and 





. 28,285 26,355 


, lime, cement, quarry and stone; Groceries include creamery, teas and coffees; Hotels include lodging houses and caterers; 


ment stores, curtains and draperies ; Furniture includes glass and glassware; 
optical goods. Brokers include agents, commission men, real estate agents, 


maps; Leather and Shoes include saddlery and trunks; Glass includes pot- 
Dry s include depart- 
Hardware includes implements and utensils; and Jewelry includes watches and 
insurance, storage, express, harbor lines, ete.] 





ing, trading and other commercial. In Missouri lia- 
bilities were heavier, especially in the trading divi- 
sion. Quite an increase appears also for Iowa; for 
the Dakotas; Nebraska and Kansas, and for Montana 
and some of the smaller States in that section. For 
some of these States, liabilities show a somewhat 
larger total. Minnesota, however, reports fewer 
failures last year than in the year preceding, al- 
though liabilities were heavier. The number of 
failures in Colorado was just the same in both years, 
and while the indebtedness was heavier last year, 
the increase was not large. 


Increase in Pacific Coast States 


For the Pacific Coast States there was an in- 
crease for all three States in that section and the 
liabilities were very heavy. The increase in Cali- 
fornia was almost entirely in the trading division, 
so far as the number of defaults was concerned. 
There was a reduction in the number of insolvencies 
among manufacturing concerns in that State, but 
the liabilities were quite a little larger in amount 
last year. Trading liabilities last year were also 
heavier, while for the brokerage class the amount 
considerably exceeded that of the preceding year. 
Failures in the State of Washington were more nu- 
merous in all three divisions, and the liabilities were 
heavier last year than in 1930. The increase in the 
latter was particularly large in the third section or 
brokerage class. In Oregon there were fewer de- 
faults last year among manufacturing concerns than 
in the preceding year, but the reverse was the case 
as to the other two divisions. Liabilities in all 
three classes were heavier, but the amount was par- 
ticularly large in the manufacturing division. 


Failures by Branches of Business 


Separating the statement of trading failures 
into fourteen leading sections, it appears that twelve 
of these different classes contribute to the increase 
in the number of defaults, for the year just closed. 
It will be recalled that trading failures last year 
were relatively, as well as actually, very much more 
numerous, as compared with those of the preceding 
year, than the manufacturing defaults. Trading 
failures increased in number 9.6 per cent, while the 
increase in the number of manufacturing defaults 
was only 2.1 per cent. Included in the fourteen dif- 
ferent divisions of trading failures referred to 


continued on page 43 


a BY BRANCHES OF ty ae 
aa ties . 
1930 "ane 
103 
330 
30 





Manufacturers 
Iron & Foun 
Machinery & Tools. 
Woolens, Carpets, &c. 


“1981 


181 148 
409 
4 


1931 
$19,825,768 
52,003,663 


972 
4,601 
2,024 
72 
Milling & Bakers... 4 848,159 
Leather, Shoes, &c.. ,299 
Tobacco, &c. ,849 
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‘bor 
5,682 $283,452,775 























Total Mfg....... 
Traders 


General Stores..... 1,214 

Groceries & Meats. . ; 3,543 

Hotels & Restaurants 1,046 
ba 27 263 


$24,700,437 
44,345,801 


Chemicals & pamwe-. 
Paints & Py 
a, Clocks 

Books & Papers.. 218 
Hats, a & Gloves 126 
All 0 eovsceone S008 


“Total Tra ze oe, Wat 170 
Other Comm oe 1,708 


Total U. 8. .... 28,285 





82,859,812 


18,393 15,417 16,477 16,082 $855,357,685 
1,684 1,485 1,441 1,382 97,498,642 


26,355 22,909 28,842 28,146 $736,809,102 
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BANK CLEARINGS REVEALED STEADY RECESSION 


J 25 


IN 193] 


Total Smaller than in Many Years, with the November Figures Touching 
the Low Point for the Twelvemonth Period 


by A. W. 


Bank clearings for the year just closed have 
shown great irregularity. The total for the year 
has been very much reduced, and has been consider- 
ably below the amount shown for that period for six 
or eight years, at least. Not only is that the case 
but the usual course of bank clearings from month 
to month has been greatly disturbed. 

Under normal conditions the progress of 
bank settlements during the year as measured by 
clearings is quite regular. 
The total in January, on 
account of payments ac- 
cruing at that time, is 


Average Daily 


1931 





Cavanaugh 


Many disturbing elements entered into the 
record of bank clearings for the year just closed. 
The first thing to be mentioned in this connection 
is the constantly lower range of commodity prices, 
covering the last three years. An important feature 
also is the heavy decline during the year in the 
volume of bank settlements attributable to financial 
trading—the loss in the issuing of new stocks and 
bonds; the reduction in the exchange of old issues, 
and similar transactions. 
The smaller volume of 
trading in the speculative 
markets, especially at 


Bank Clearings 


1930 P. C. 1929 














January ........ $1,414,552,000 $1,796,989,000 —21.3 $2,327,594,000 
usually at the high point February ....... 1,389,211,000 1,746,887,000 —20.5 2,272,246,000 much lower prices, has 
Aare Socassess 1,409,172,000 1,882,284,000 —23.1 2,229,360,000 
of the year. For the suc- pri ........... 1,457,562,000 1,859,118,000 —21.6 1,926,145,000 also made up a part of the 

: OEE i ha ciawa te 1,410,616,000 1,725,622,000 —18.3 1,992,369,000 . 
sili d ing two : months, guia Gs sates 1,457,562,000 1,853,151,000 —24.2 1,958,098,000 decline. Other features 
clearings continue at July ........... 1,237,455,000 —1,677,100,000 —22.5 2,165,063,000 may be mentioned but 

2 ; rmmats eicacs + 1,053,966,000 1,879,351,000 —23.6 2,089,791,000 ; 
quite a high level. Quar- september . 1,143,547,000 1,483,202,000 —22.9 2.252,873,000 they are not so important 
terly payments swell the October .. 1,160,414,000 1,623,508,000 —28.5 2,780,899,000 as affecting the heavy 
: November . 943,602,000  1,444,780,000 —35.5 2,511,431,000 

amount at that time of December ...... 1,029,128,000 1,511,615,000 —31.9 1,894,754,000 loss. 
the year. After July Wie basses $1,258,899,000 $1,661,138,000 —24.2 $2,209,052,000 There is one ele- 


there is some recession 

through August and September, with a considerable 
advance again from month to month until Decem- 
ber, when payments for the closing month of the 
year are quite close to those of January. 


The High Level in 1929 


The high level maintained throughout 1929 
continued until December, of that year. In that 
month, however, there was a considerable reduction 
due to well-understood conditions then prevailing. 
In nearly all of 1930 some irregularity appeared and 
continued most of the year. Bank settlements in 
January of that year showed quite a decline. The 
irregularity, however, was not nearly so marked as 
in 1931. Clearings were higher in several of the 
months of 1930 following January, until the middle 
of the year and were at the low point in August. 
During the Fall. months there was a slight improve- 
ment, but it did not hold very long. 


Disturbing Elements of 1931 


Little can be said for the record of 1931. For 
every month the loss was very marked compared 
with the same month of the preceding year, as un- 
satisfactory as the latter was, and it became worse 
as the year advanced. The largest decline was in 
November, exceeding one-third of the amount from 
the year before, settlements for that month being 
far below any other month for several years past. 
December recorded a slight improvement, but it was 
very slight, and the figures reflected a very adverse 
situation for the final month of the year. 
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ment, however, that ac- 
counts for much irregularity in the past year, at 
least. It has little or no influence in ordinary times. 
That is the reduction in the number of banks in 
many communities, due to closure, especially in 
cases where the number of closed banks have been 
relatively quite numerous, and where they were of 
large importance in such locality. Check exchanges 
in a location where there are a dozen or fifteen banks 
will be considerably reduced if the number of such 
banks has been suddenly curtailed by one-third or 
one-half the number, particularly if some of the 
banks which were closed were of considerable size 
and handled a relatively large proportion of the 
total clearings. The volume of actual payments 
through the banks of that community may not be 
materially reduced yet the clearings will be much 
less. That condition has been occasioned in a num- 
ber of cities in the United States during the year 
just closed. In fact, 1931 suffered somewhat in this 
respect, mainly as to one or two cities, toward the 
end of that year. There was one city where perhaps 
one-fifth of the total loss was added to the decline in 
clearings due to this condition. Such a situation 
affects the record for the greater part of a year, 
perhaps for the whole of that period, but at the end 
of that time, the comparison is again on an even 
basis, and is fully restored to its normal position. 


The Reduction in Prices 


The reduction in bank clearings due to the 
decline in commodity prices is quite easily ac- 
counted for. The use of the compilation of Dun’s 
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Index of Commodity Prices is very helpful in this 
matter. This compilation has long been recognized 
as authentic. It measures the cost at different 
periods of a fixed quantity of many articles that 
enter into commerce. A hundred bales of cotton at 
6%4c. a pound would entail a much smaller payment 
in settlement for such an account than a similar 
transaction for a like quantity at 10c. per pound. 
The above prices were quoted at the first of the 
years 1932 and 1931. There is probably not a com- 
modity that does not show a material decline in 
price for the year just closed. Dun’s Commodity 
Price Index during 1931 was below the correspond- 
ing figures for 1930 by fully 15.5 per cent. Of the 
decline in clearings of 24.4 per cent in that year a 
large part of the reduction shown was clearly due 
to the lower commodity prices. 


The Ratio of Business Losses 


Another important comparison is that show- 
ing the ratio of bank clearings in each year to the 
total amount of indebtedness reported for the same 
period for commercial failures. This would in- 
dicate the loss caused through insolvencies in pro- 
portion to the volume of business as measured by 
bank clearings. This ratio is not very high. In 
the year just closed it has been above that of any 
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preceding year back to 1922. This was to be ex- 
pected. 

In the following table the comparison is car- 
ried back by quarters for a number of years in the 
past; the ratio for each year is also given: 








-—1928—, — 
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MILLIONS OF DOLLARS 


Ser VrnOee>prz.ter 
S< SELLY OZASHS<s 


First Second Third Fourth Year 
Ls Se eee $1.92 $1.33 $1.39 $1.68 $1.58 
OS SPORTS a 1.18 1.13 1.08 1.63 1.2 
SE Ses By @ b 53 -60 .88 .68 
BEES ces arcisic'a aneie ais .84 .78 67 87 -79 
eg SE ee 1.16 91 .86 .83 .94 
BMS ss sis sg Rie-e 536 .80 BY yf By ¢ -84 -78 
| BAR see 1.02 87 .84 74 87 
Oe, ES Pee 1.70 1.08 1.14 9 1.19 
ore 1.35 LAZ 1.08 1.74 1.34 
CO ES Ses 2.60 1.63 1.30 1.33 1.69 
rar 2.00 1.51 1.49 2.17 1.80 
WR soos slauste ears .26 50 75 1.15 .66 
SRE See 41 .34 19 19 ze 
1 1 RS et Seg 67 AT 43 44 50 
= Re fare 73 55 .64 .50 .60 
ND ois sials a4. 4.008 1.22 .83 Hy Gh .52 75 
DE icles o6)s'9-0:0° 2.69 1.98 1.18 1.03 1.62 
OE Se ee 1.93 2.44 2.54 2.47 2.33 
Co + Mae APS EAP 1.76 1.43 1.63 1.74 1.62 
RES Sete 1.48 1.04 1.13 1.03 1.03 
| Se eae 1.50 1.12 .93 1.26 1.21 
IEG satoceis a ana5%-6> 1.63 .96 £37 1.11 1.23 
Bae wou Scars 4 toe 1.18 1.08 .68 .80 92 
PRO os cwaitaceas 2.52 1.60 1.69 1.09 1.68 
BIND os sao oie eo Bs § 1.04 1.35 2.48 1.36 
a eR Re 81 73 59 .80 78 
Ae .85 .73 -62 .66 Fy if 
ee oun es ewe ae 1.89 1.25 1.26 .88 1.28 
MMS ois 0 w o'a:4° 1.14 1.15 1.37 2.02 1.42 
| ee ee 1.20 go bp 86 1.02 .99 
EE Oar 1.09 -69 97 1.11 95 
eee 1.53 1.95 1.54 1.44 1.61 
ee 1.12 62 .83 1.26 97 
US ee ee 1.91 221 1.56 1.92 1.89 
BNE sas des 5 oo 3.87 3.43 1.68 2.18 2.69 
BU ahs 508 v0 4.47 3.16 6.38 3.95 4.37 
Anon eee 4.03 3.04 2.34 3.46 3.25 
a rrr §.82 3.35 2.77 3.28 3.79 
1 Eee Re. 2.87 8.22 2.60 7.83 6.39 
BR craig Gis 66010 2.43 1.53 1.33 1.96 1.83 
RI yoo Jo aie iso's 3.20 2.59 3.19 3.34 3.35 
— 1930 7 931 
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DEC. 
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WEEK’S FAILURE RECORD REVEALS SLIGHT IMPROVEMENT 


Defaults in United States and Canada Compare Favorably with the 
Exhibit of a Year Ago—Bank Clearings Lower 


Again insolvencies are fewer in number than 
they were at this time a year ago. This is for the 
second week of January—last week there was also 
a reduction. The records show 781 business de- 
faults this week. Last week there were 739 for the 
five days and a year ago the number was 796. For 
the two weeks of January this year, 1,520 business 
failures have been reported, against 1,732 in the 
first two weeks of January, 1930, the reduction this 
year being 203 in number, or 11.8 per cent. This is 
a substantial improvement in view of the unsettled 
conditions that have prevailed for so long a time. 

Three of the four geographical divisions of 
the United States report fewer insolvencies than a 
year ago. In the West and South there was only a 
trifling change, but in the Eastern division quite a 
little reduction appears. For the Pacific Coast 
States, however, there was an increase. 

Of this week’s failures in the United States, 
554 had liabilities of $5,000 or more in each instance, 
against 502 last week and 524 last year. The in- 
crease this week over last year was in the South, the 
West and for the Pacific Coast States. 

Canadian failures were again slightly more 
numerous. The total was 79, against 51 last week, 
64 the preceding week and 77 last year. 


Five Days Five Days Week 
Jan. We ¥ 1932 Jan. 7, 1932 Dec. 30, 1931 Jan. 15, 1931 


SECTION $5,000 Total 
$8,000 Total $5,000 Total $5,000 Total Over 

East ...+e-eee 212 293 214 285 168 268 223 48322 
South .....-+06 147 «6211 106 §=204 87 121 139 86.212 
WERE bo cccccsee 149 8203 139 §=6178 106 «147 135 204 
Pacific ....... 46 74 43 72 39 75 27 58 
Te Becccssvecs 554 781 502 739 390 §=6612 524 796 
Canada ......+- 36 79 30 51 41 64 42 %7 


Increase in Ratio of Failures 


Relatively, business failures in January last 
year were considerably in excess of those reported 
in the earlier years of the past decade. There was 
a rather sharp increase in insolvencies toward the 
end of 1930. It culminated in the heavy defaults 
that occurred after the close of December. Some 
improvement appeared later, but not more than is 
usual at this season up to June. 

It is rather interesting to note that the in- 
crease in the number of failures for the first half 
of 1931 over the preceding year was practically all 
of it among small trading concerns, mainly small 
retail dealers. There were fewer defaults in the 
manufacturing division, than occurred in the same 
period of 1930, while the increase in 1931 for the 
third class, that embracing agents and brokers, 
which was relatively very small, was trifling. 

For January of last year the ratio of business 
failures to each 10,000 business concerns was 185.2 
per cent. This year it will undoubtedly be some- 
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what lower than that figure. In 1931, this ratio for 
June and July was slightly below that compared 
with those two months in the preceding year, but 
after July there was an increase. From September 
on, the ratio advanced quite sharply for the three 
succeeding months and the average for the full year 
was even above that of 1922. 
The monthly figures are compared below: 
Average 


-——-Monthly——_, Five years -~Monthly—, 
931 19380 1929 1925-29 Ratio 1922 1921 
139.5 160.0 173.7 126.2 
128.2 147.0 168.7 123.4 
110.4 126.6 144.8 98.1 
107.4 123.0 137.3 93.8 
104.5 119.8 124.4 88.5 
100.8 115.6 105.4 82.7 
95.7 109.7 110.4 93.6 
90.9 104.2 99.8 93.4 
87.2 100.0 98.7 94.5 
99.2 113.8 107.3 109.8 
107.1 122.8 112.3 132.3 
112.0 128.3 114.0 159.6 
106.9 122.6 119.4 102.0 





DECLINE IN BANK CLEARINGS LESS SEVERE 


Bank clearings this week at all leading cities 
in the United States amount to $5,874,646,000 and 
are 26.3 per cent under those of a year ago. At New 
York City, the total was $4,046,863,000, a reduction 
of 25.3 per cent, while the aggregate for cities out- 
side of New York of $1,827,783,000 was 28.4 per cent 
smaller. Clearings this week are $606,600,000 under 
those of the preceding week. The reduction com- 
pared with the first week of the new year is to be 
expected, notwithstanding that last week covered 
only five business days. The heavy reductions this 
week appear mainly at the larger cities, especially 
at several of these large centers in the East and the 
West. Declines are less severe at many points, par- 
ticularly at the South. For January to date, the 
reduction is below that of the two preceding months. 

Bank clearings this week, and average daily 
bank clearings for the past three months, are printed 
herewith: 














Week Week Per Week 

Jan. 14,1932 Jan. 15,1931 Cent Jan. 16, 1930 

eee $271,000,000 $378,000,000 —28.3 $526,000,000 
Philadelphia .... 322,000,600 387,000,000 —16.8 636,000,000 
Baltimore ...... 70,000,000 82,348,000 —14.9 101,389,000 
Pittsburgh ..... 110,000,000 160,621,000 —30.1 165,779,000 
Buffalo ......-- 33,153,000 44,742,0 —25.9 53,988,000 
Chicago .......- 276,800,000 468,724,000 —40.9 575,476,000 
Detroit ..-...... 4,842,000 128,522,000 —41.8 172,631,000 
Cleveland ...... 88,443,000 169,604,000 —19.3 673,000 
Cincinnati ...... 47,710,000 61,052,000 —21.8 69,256,000 
St. Louis ...... 68,800,000 104,800,000 —34.4 130,100,000 
Kansas City .... 71, Me oy 000 104,800,000 —32.3 137,200,000 
CRE access 25,973,000 38,623,000 —32.8 44,893,000 
Minneapolis 51, Ort, 000 64,684,000 —21.0 80,800,000 
Richmond ...... 28, 767,000 86,254,000 —20.7 45,602,000 
Atlante. oo wccccs 2,900,000 86,552,000 —10.0 49,902,000 
Louisville ...... 20, 000,000 27,631,000 —28.4 42°677,000 
New Orleans ... 32,691,000 54, 975,000 —40.5 64,376,000 
i Ee 29, ‘676, 000 86,618,060 —19.0 47,859,000 
San Francisco... 124,500,000 163,300,000 —23.8 10,900,000 
Portland ....... 26,837,000 26,939,000 —26.4 36.230,000 
BORG cc ideces 27,614,000 35,310,000 —21.8 41,808,000 
Total ....0 $1,827,783,000 $2,551,099,000 —28.4 $3,373,539,006 
New York ...... 4,046,863,000 5,415,766,000 -—25.3 7,178,000,060 
Total All.... $5,874,646,000 $7,966,865,000 —26.3 $10,551,539,006 


Average Daily: 


January to date.. $1,123,261,000 $1,579,993,000 —28.9 $1,981,410,000 
December ...... 1,030,163.000 1,511,615,000 —31.7 1,894,754,000 
November ...... 1,160,414,000 1,444,730,000 —45.5 2,511,431,000 
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COURSE OF 


INTERNATIONAL MONEY MARKETS 


Political and Economic Developments Unsettled Foreign Exchange in 
1931—Low Money Rates Ruled During Most of Year 


Monetary developments of the world during 
the past year present two sharply contrasting as- 
pects. There was, on the one hand, a determined 
attempt by the important central banks of the 
world to alleviate the business depression by means 
of an easy money policy. This tendency, prevail- 
ing throughout the early months of the year, found 
its practical expression in extraordinary monetary 
ease, the central banks inviting credit expansion, 
even though economic depression naturally results 
in contraction of credit and currency. 

Crossing this carefully planned path was the 
world-wide upheaval of the later months of the 
year, which took its rise in Central Europe and 
spread gradually to all markets, even reaching the 
Far East toward the close of 1931. The develop- 
ment, called aptly in France a “crise de confiance,” 
resulted directly in a general spirit of hoarding, in 
falls from the gold standard by Great Britain, the 
Scandinavian countries, Finland and Japan; in 
severe decrees controlling exchange movements 
throughout Central Europe; in huge and unprece- 
dented gold movements; and, finally, in temporary 
relinquishment of the central banking policy with 
regard to currency and credit. 

Each of these main lines of development must 
be given due weight in any consideration of 
events on our own market, as the world’s credit and 
currency structure has coalesced in recent years 
almost into a unit, and any occurrences in even the 
most remote corners of the world are reflected with 
astonishing speed in the main markets. In a broad 
sense this is an expression of the fluidity of capital 
—a feature that has always been recognized by the 
standard economists but which has seldom received 
such emphatic illustration as during the past six 
months. 


Reserve Rate Lowered 


The importance of this interpretation was 
shown only last Tuesday, when the Federal Reserve 
Bank of New York took a step toward easier money, 
which was widely recognized as a partial resump- 
tion of the policy in effect early last year, designed 
to combat the economic depression. Following the 
procedure of last April and May, which paved the 
way for a reduction in the rediscount rate to the 
lowest level in history, the bank reduced its buying 
rate for bankers’ bills below open market quota- 
tions, forcing dealers to cut their own rates. An 
easing of money rates in London, reported early in 
the week, is presumptive evidence that the central 
banks of leading countries are again acting in con- 
cert in this connection. 


It may be assumed, on the basis of the action 
now taken, that sufficient assurance is felt in the 
highest quarters that the “crise de confiance” has 
run its course to such an extent that nothing fur- 
ther need be feared from new disturbances. The 
step is an invitation to member banks of the system 
to use the vast credit resources of the Federal Re- 
serve system in order to expedite trade recovery. 
Important buying of United States government 
bonds is likely to follow in this country, and a 
correspondingly beneficial effect will, of course, be 
exerted in other directions. 

The step, it may be added, is viewed generally 
rather as a means to arrest deflation than any at- 
tempt to induce inflation. The bankers’ bill buying 
rate changes which attain this significance were to 
23% per cent for bills up to forty-five days’ maturity, 
3 per cent for bills of forty-six to one hundred and 
twenty days’ maturity, and 3% per cent for bills of 
one hundred and twenty-one to one hundred and 
eighty days’ maturity. The new open market rates 
effected are 27% bid and 23% asked for bills of thirty- 
days’ dating, while the upper range is 314 bid and 
3% asked for bills of one hundred and fifty and one 
hundred and eighty days’ maturity. This move is 
the direct antithesis of the policy pursued in 1929, 
when the Federal Reserve authorities brought pres- 
sure to bear upon the banks to restrict credit, par- 
ticularly credit supplied through their channels to 
the securities markets. 


Reserve Policy Governs Movements 


With gold pouring into the United States in 
heavy volume during much of 1930, central banking 
policy with regard to credit was brought into full 
play early last year. The New York Federal Re- 
serve Bank discount rate was 2 per cent as the year 
began, and as this rate is perhaps the dominant 
figure so far as the country-wide credit structure 
is concerned, other charges for money were ad- 
justed accordingly. The most sensitive index is 
the call money loan rate on the New York Stock 
Exchange and this figure was 114 per cent at the 
beginning of the year. 

The downward movement of money charges 
was continued through much of the first half of the 
year. With credit available in almost limitless 
amounts to borrowers with satisfactory collateral, 
call loans on the New York Stock Exchange reached 
a low figure of 1 per cent March 20, this being the 
first occasion of a similarly low figure since June, 
1915. The Federal Reserve Bank of New York re- 
discount rate was lowered May 7 to 1% per cent, 
the lowest figure of any central bank in the world 
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and the record for the regional institutions in this 
country. 

The international character of this movement 
is shown by the reduction of the Bank of England 
discount rate on May 14 from 3 per cent to 2% per 
cent, and the lowering of the Bank of France rate 
on January 3, last year, from 2% to 2 per cent. In 
Germany, Italy, Holland and Switzerland rates also 
were lowered. 


Gold Poorly Distributed 


Gold movements in the period, while disturb- 
ing, showed no important variations from previous 
trends. France continued to draw metal from Eng- 
land, this movement being a natural result of the 
heavy accumulations of capital in London that pre- 
ceded the stabilization of the franc in 1928 at 3.92c. 
Restrictions on international trade acted to occasion 
payments to the United States by other nations in 
gold and American stocks of the metal continued 
to mount. France and the United States, in fact, 
absorbed most of the free gold available in the 
world. 

With this trend in progress, maldistribution 
of the world’s supply of monetary gold became a 
question of increasing importance and there was 
widespread discussion of possible effects and 
ameliorative measures. Monetary gold stocks in 
the United States as 1931 opened were computed at 
approximately $4,585,000,000; those of France at 
$2,176,000,000, and those of England at $679,000,000. 
The German figure of $535,000,000 was next in im- 
portance, while Argentina and Japan held $397,- 
000,000 and $415,000,000, respectively. 


Stocks Reach Peak 


American stocks reached their high point in 
history in mid-September, when it was estimated 
that $5,015,000,000 of the metal was held here. 
Owing to the European credit crisis and the heavy 
drain of the metal from American shores in Sep- 
tember and October, the figure dropped to around 
$4,300,000,000 at the end of last year. France con- 
tinued to gain gold almost uninterruptedly, stocks 
rising to about $2,700,000,000 at the year-end. The 
British figure fell to about $587,000,000, German 
stocks to $239,000,000, Argentine holdings to $270,- 
000,000 and Japanese stocks to $342,000,000. 

The quiet course of the world’s monetary 
markets was sharply interrupted in Midsummer of 
last year by the “crise de confiance” which started 
in Austria and gradually spread until every country 
on the globe was affected. The initial development 
was the failure of the Austrian Creditanstalt on 
May 11, an incident the significance of which was 
not recognized to the full for several months. 

Confidence in the Central European credit 
structure was shaken by this occurrence, and during 
much of last June a run of foreign creditors on the 
banks and private debtors of Germany, Austria, 
Hungary and other Central European countries de- 
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veloped. Funds were withdrawn in huge volume 
and the related central banks made great efforts to 
allay the fears and meet the demands. 


European Markets Unsettled 


Fears regarding the international credit posi- 
tion continued to increase, and withdrawals of 
balances from London reached immense propor- 
tions in July, these being accompanied also by a 
heavy outflow of gold to France. American banks 
studiously refrained from gold withdrawals from 
London, even though the rate was inviting. The 
Bank of England discount rate was advanced, in 
these circumstances, to 314 per cent on July 23, to 
414 per cent on July 30 and to 6 per cent on Sep- 
tember 21, the latter rate holding to the year-end. 

Intense efforts were made by British author- 
ities to meet the demand for withdrawals of bal- 
ances from London. On August 1 announcement 
was made that the Bank of England had arranged 
a credit of $250,000,000 with the Bank of France and 
the Federal Reserve banks, the two institutions 
each advancing $125,000,000. Even the latter sum 
was quickly used up and on September 21 it was 
announced that the Bank of England had been 
granted authority to suspend gold payments, Eng- 
land thus definitely dropping the gold standard. 
Norway and Sweden followed suit on September 
28, and Denmark took similar action September 29. 
The jarring effects of the occurrence even extended 
to the Far East, and Japan suspended gold pay- 
ments December 14. 

Daily closing quotations of foreign exchange 
(bankers’ bills) in the New York market follow: 


Thurs. Sat. Mon. Tues. Wed. Thurs. 

Jan.8 Jan.9 Jan.11 Jan.12 Jan.13 Jan. 14 
Sterling, checks.. 3.40% 3.39% 3.38% 3.40% 3.41% 3.46% 
Sterling, cables.. 3.40% 3.40% 3.39% 3.41 3.41% 3.46% 
Paris, checks.... 3.91 3.91 3.91% 3.91% 3.91% 8.91% 
Paris, cables.... 3.91% 3.9143 3.92 3.92 3.92 3.92 
Berlin, checks.... 23.74 23.70 23.66 23.68 23.68 23.70 
Berlin, cables.... 23.76 23.72 23.68 23.70 23.70 23.75 
Antwerp, checks... 13.8844 13.87 .88 13.90 13.89% 13.89% 
Antwerp, cables.. 13.89 13.87% 13.88% 13.90 13.90 13.9014 
Lire, checks..... 5.08 5.07% 5.06 5.05 5.06% 5.05% 
Lire, cables...... 5.08% 5.07% 5.06%4 5.05% 5.06% 5.06% 
Swiss, checks.... 19.47 19.4614, 19.49%, 19.49 19.47% 19.49 
Swiss, cables.... 19.47% 19.47 19.50 19.49% 19.48 19.50 
Guilders, checks.. 40.07 40.08 40.11 40.12 40.07 40.09% 
Guilders, cables... 40.08 40.09 40.12 40.13 40.11 40.12 
Pesetas, checks.. 8.43% 8.43% 8.43% 8.43 8.42 8.43 
Pesetas, cables... 8.4414 8.44% 8.44% 8.44 8.43 8.44 
Denmark, checks. 8.79 18.74 18.69 18.79 18.79 18.90 
Denmark, cables.. 18.80 18.75 18.70 18.80 18.80 18.95 
Sweden, checks... 19.07 19.04 19.04 19.09 19.07 19.20 
Sweden, cables... 19.08 19.05 19.05 19.10 19.068 19.25 
Norway, checks.. 18.69 18.59 18.59 18.64 18.59 18.78 
Norway, cables.. 18.70 18.60 18.60 18.65 18.60 18.83 
Greece, checks... 1.28% 1.285% 1.28% 1.28% 1.28% 1.285% 
Greece, cables... 1.28% 1.28% 1.28% 1.28% 1.28% 1.28% 
Portugal, checks.. 3.13 3.13 3.13 3.13 3.13 3.13 
Portugal, cables.. 3.15 3.15 3.15 3.15 3.15 3.15 
Australia, checks. 2.72 2.72 2.71 2.73 2.72 tese 
Australia, cables. 2.78 2.73 2.72 2.74 2.738 dene 
Montreal, demand. 84.31 84.50 84.12 84.06 83.87 84.13 
Argentina, demand 25.95 25.95 25.95 25.95 25.93 25.95 
Brazil, demand... 6.20 6.20 6.20 6.20 6.20 6.33 
Chile, demand.... 2.06 12.06 12.08 12.08 12.68 12.07 
Uruguay, demand. 44.80 44.80 45.00 45.00 45.00 44.75 


Reserve Advanced Rate 


In consequence of the sudden strain occa- 
sioned by the gold withdrawals, the Federal Reserve 
Bank of New York took the unprecedented step of 
advancing its discount rate 2 per cent in two weeks. 
The first advance was made October 8, when the 
rate was advanced to 24 per cent, while on October 
15 the second advance to 314 per cent was effected. 

continued on page 57 
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Demand for Loans Light All Through 1931, Despite Plethora of Funds 
and Ease of Rates—Collections Improved at Year-End 


MONEY MARKETS 


In Eastern Districts 


Boston Total deposits of the reporting mem- 
bers of the Federal Reserve Bank of Boston were 
about $240,000,000 less on December 23, 1931, than 
on the corresponding date a year ago. Total loans 
and investments declined about $190,000,000 during 
this period, the largest part of the decline being in 
collateral loans. Due to the large holdings of gov- 
ernment securities, the total amount of Federal 
Reserve credit in use stood at the highest point on 
December 16 of any year since 1920. 


Philadelphia The year just closed has been 
unusual and difficult in many ways for local bank- 
ing institutions, all of which have had to strive for 
absolute liquidity on a falling security and real 
estate market. Money, nevertheless, has remained 
comparatively cheap, and borrowings light, with 
little noticeable seasonable improvement in demand 
for funds. Call money held at 4 per cent, at which 
figure it continues to be quoted. 


In South and Southwest 


St. Louis There has been no change of con- 
sequence noted in the local money market. The 
supply of funds is ample to meet all needs, with de- 
mand continuing light. 


Memphis The tendency to do business more 
on a cash basis has increased numerous bank troubles 
in this territory. Banks in the larger centers are 
more stable, but there is little progress in reopening 
the smaller ones. The year-end statements of local 
banks show cash and quick assets nearly 40 per cent 
of total deposits. Demand for loans is restricted, 
and outlook is for little credit for the new crop 
year. 


Atlanta The demand for commercial loans 
during 1931 was fair, with an ample supply of funds 
at all times, at interest rates averaging 4 to 6 per 
cent. The ratio of the Federal Reserve Bank of 
Atlanta decreased during the year from 78 to 63.3 
per cent. Reserves decreased about $42,800,000, with 
a decrease in circulation liability of about $11,900,- 
000. The present rediscount rate is 314 per cent. 


Dallas During the past year, a preponder- 
ance of deposits over the subnormal loan require- 
ments lowered the rates. Deposits held up fairly 


well, and interest rates paid on time and savings 
deposits were reduced from 4 to 3 per cent, and the 
practice of paying interest on daily balances con- 
siderably curtailed. During the latter months of 
the year, while funds were still overly ample for 





commercial requirements, rates showed a stiffening 
effect and a stronger tone was reflected in the 
market. 


Richmond The average decline in deposits 
during 1931 was 6 per cent, and in loans 15 per cent, 
reflecting the general curtailment of commercial 
paper. Excessive funds in city banks cannot be 
loaned to advantage, but country banks are borrow- 
ing beyond normal as a safeguard. 


In Western Districts 


Chicago Due, in part, to Federal Reserve re- 
discount policies, 1931 money rates in Chicago eased 
steadily lower until October, when a change in trend 
appeared. Commercial paper, starting the year at 
23% to 314 per cent, touched a low of 134 to 2% per 
cent in September, with a ruling rate at that time of 
2 percent. Ruling rates in December ranged around 
33% to 414 per cent, with a few very prime names at 
31% percent. The reserve ratio of the Chicago Fed- 
eral Reserve District Bank which stood at 77.1 per 
cent on January 15 rose to a peak of 89 per cent in 
mid-July and by December 15 had declined to 69.9 
per cent. The position improved slightly in the 
last two weeks of the year, ending at 74.2 per cent. 


Cincinnati The year 1931 was marked by 
wide fluctuations in quotations for practically all 
classes of loans. During the early months of last 
year rates ranged from 4 to 6 per cent but advanced 
steadily and at the close of the year practically all 
loans were handled on a 6 per cent basis. 


Cleveland The local money market. con- 
tinued firm throughout the year, and loans generally 
were restricted within their limited volume and for 
short periods. Bank statements, as a whole, indi- 
cated quite a liquid condition, and holdings of gov- 
ernment securities were high throughout the year. 


Kansas City Combined resources of princi- 
pal banks in this town and nearby territory show a 
decrease of about 15 per cent this month over the 
figures of January a year ago. A comparison of de- 
posits shows about the same decrease. Most of the 
decreases appear to have occurred during the first 
nine months of the year, as since that time there has 
been a fairly stationary total. During the past few 
weeks, there has been a tendency for a little firmer 
tone in rates. Ina general way, it can be said safely 
that the banks are in a satisfactory and liquid condi- 
tion, with plenty of loanable funds. 


Twin Cities (Minneapolis-St. Paul) Min- 
neapolis and St. Paul bank rates now range from 414 
to 6 per cent, and commercial paper from 334 to 4%4 
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per cent. During much of the past year, money rates 
were low, from 3 and 3% to 6 per cent. Higher 
rates have prevailed since October, when they stiff- 
ened, as a result of both foreign and domestic in- 
fluences. There are indications that a reduction 
may be again in prospect. 


COLLECTION CONDITIONS 


In Eastern Sections 
Boston Collections during 1931 were gen- 
erally on a slightly lower level than during 1930, 
particularly during the latter part of the Summer 
and the last two weeks of December, when the situ- 
ation was aggregated by the closing of a number of 
banks in Boston and other large industrial cities. 


Pittsburgh Collections during 1931 aver- 
aged slow throughout the year with both whole- 
salers and retailers, and were particularly slow 
during the last quarters, owing to numerous banks 
closing. There has been no material improvement 
thus far this year. 


Rochester Department stores report about 
50 per cent of accounts paid in the last thirty days, 
with 85 to 90 per cent collected in the last sixty 
days. Collections were better in the last six months 
than in first six months of 1931. Wholesale collec- 
tions slowed up about 10 per cent in the last six 
months. 


In South and Southwest 


St. Louis Wholesale collections have im- 
proved slightly but continue somewhat below nor- 
mal for this period. 


Memphis For the first ten months of the 
year, collections on current business were fairly 
satisfactory, meeting expectations. Excessive rain- 
fall for the last two months interrupted harvesting 
of the cotton crop, and the year closed with collec- 
tions slow. 


Atlanta On the whole, current collections in 
most lines during 1931 compared very favorably 
with the record of the year previous, attributed to 
a closer scrutiny of credits. Little progress was 
made in collecting old accounts. 


Baltimore Throughout 1931, the collection 
situation was subnormal, although there was a slight 
improvement toward the close of the year. During 
the forepart of 1931, returns from agricultural re- 
gions were poor, because of the 1930 drought. Con- 
sidering the general business situation throughout 
the country in 1931, authorities consider 75 per cent 
of collections to have been satisfactory. 


Dallas During the past year there was a 
stronger attitude on the part of credit grantors to 
closely scan the risks; and, when this procedure was 
followed up by aggressive collection methods, the 
results, particularly in the staple lines, were gen- 
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erally fairly satisfactory. In the heavy lines and 
where deferred terms were extended, the payments 
were not satisfactory. The liquidation of old items 
carried over from the previous year was a very slow 
matter. 


Jacksonville Collections in the paint and 
grocery trades in 1931 hardly came up to the 1920 
level, but in the drug, dry goods, department stores, 
gas, oil, and rubber lines they improved slightly, but 
still could be classed only as fair. The electric 
supply and plumbing concerns report considerable 
improvement in current accounts. Practically all 
lines report some improvement since the first of the 
year. Old obligations, however, are being reduced 
very slowly. 


New Orleans Collections of wholesale ac- 
counts were slow throughout the past year, many 
who formerly discounted taking full time. Retail 
accounts have averaged fairly prompt, but losses 
are heavier than in former years. 


Richmond Collections are about normal with 
large retailers, excessively slow with small stores, 
and from fair to slow with wholesalers. 


In Western Districts 


Cincinnati One of the factors reflected in 
the declining business trend during 1931 was the 
generally unsatisfactory collections. Following the 
holiday trading, some improvement appeared, but 
remittances from installment accounts continue 
very irregular. 


Cleveland Mercantile and industrial collec- 
tions during 1931 registered an unusually spotty 
and irregular situation. A more general tendency 
toward slowness in liquidating current obligations 
was in effect most of the year. Aside from a slightly 
easier condition brought about by the holiday trade, 
the year closed without registering any striking 
improvement. 


Kansas City Wholesale collections, in com- 
parison to accounts receivable, are slightly less than 
they were a year ago, and this is true of the larger 
retail establishments, excepting some of the re- 
tailers that handle installment sales to the laboring 
classes. In those quarters, collections have been 
considerably slower. 


Denver Collection conditions remained 
practically unchanged throughout the year, with a 
few houses reporting the last quarter the slowest, 
due to crop and cattle conditions in outlying coun- 
try districts. 


Milwaukee Collections throughout the year 
were irregular, with the general average slow. Agri- 
cultural districts made a better showing than in- 
dustrial centers. The last sixty days showed some 
improvement, although again slowing up since 
January 1. 
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GRAIN PRICES TOUCHED RECORD LOWS DURING 1931 






Quotations Fluctuated Widely, Despite Smaller Crops of the Leading 
Grains—World Wheat Acreage at New High 


by H. G. Seely 


Domestic grain markets during 1931 ran afoul 
of a world trade depression, the further collapse of 
speculative activity in the New York stock markets, 
the withdrawal in May of the Farm Board subsi- 
diaries from stabilization activities, and a continu- 
ation of fairly heavy Russian shipments in the 
world wheat markets. Prices slumped steadily 
throughout the first nine months of the year, rallied 
in late October and early November, and then eased 
lower after November. 


Farm Board Operations Extensive 


Operations in wheat during the first five 
months of the year were dominated by the stabili- 
zation program of the Farm Board’s marketing 
agencies, and the May delivery ranged between 81c. 
and 8614c.—the pegged price of the Grain Stabili- 
zation Corporation. July wheat, however, opened 
the year at 6534c., and this wide spread between the 
supported and unsupported deliveries varied only 
during some early bursts of speculative enthusiasm 
in the Spring. Holdings of the Grain Stabilization 
Corporation, a report on November 1 revealed, had 
reached a colossal maximum of 329,000,000 bushels 
in the Spring and was later whittled down to 189,- 
000,000 bushels on the date of the report. 

This active buying program of the Farm 
Board, which was in part induced by the collapse 
of the Canadian Wheat Pool and the necessity of 
safeguarding American banks that had loaned 
heavily on the cereal, had two early and adverse 
effects. Farmers marketed their wheat in the sup- 
ported market to an unusual extent, and this con- 
centration of wheat at storage points brought the 
visible supply totals to abnormally high levels. The 
pegged price, likewise, lifted the American price 
far above the world grain levels. Competing coun- 
tries, unhampered by stabilization efforts, moved 
their supplies to market at normal prices while the 
domestic wheat remained unsold. 


Stabilization Control Ended 


The first sharp collapse in wheat came on 
March 23, when the Federal Farm Board announced 
that it would not support the new crop wheat. June 
wheat, which opened that day at 76%4c., crashed to 
65c. and rebounded to a closing quotation of 67c. 
May, however, continued at the pegged minimum 
of around 8lc. 

On May 30, the stabilization operations came 
to an end, and prices thereafter on all deliveries 
pursued a more normal course. Knowledge that the 
Farm Board had huge holdings, however, kept 





millers and other large users from purchasing, ex- 
cept on a hand-to-mouth basis. The Farm Board 
made strenuous efforts to move some of its wheat 
to foreign buyers, and at various times during the 
last half of the year Brazil traded an equivalent 
amount of coffee for 25,000,000 bushels of wheat. 
China bought 15,000,000 bushels on deferred pay- 
ments, and Germany took 7,500,000 bushels. Be- 
tween 20,000,000 and 30,000,000 bushels also were 
cleared through private exporters. 

The price trend after May 30 is best shown 
by the range for the unsupported May delivery. In 
July, the price held between 59c. and 60c.; August, 
54c. and 5934c.; September, 50c. and 561%4c.; October, 
4334c. and 66%4c.; November, 73c. and 5434c.; and 
December, 60%4c. and 5334c. The delivery closed 
on December 31 at 5634c. A price of 445¢c. was set 
on October 5 for the December delivery and was the 
lowest for wheat of contract grade ever recorded on 
the Chicago Board of Trade. 


Exchange Affected Prices 


The Autumn decline was aggravated by the 
departure of Great Britain from the gold standard 
late in September, and the realization that the de- 
preciation in the value of the pound sterling would 
cut purchases from this country to a necessity mini- 
mum. The depreciation of the Canadian dollar, 
which followed, introduced a new element of ex- 
port competition. 

Realization that the market was heavily over- 
sold after the October break brought the return of 
a powerful speculative pool to the bull side of the 
wheat market. Announcement that the Grain Sta- 
bilization Corporation would market its holdings at 
a rate of not more than 5,000,000 bushels a month 
helped the upturn along. Prices climbed steadily 
and the December delivery advanced from its Octo- 
ber 5 low to a November 9 peak of 68%c. May 
climbed from 4834c. to 73c. This rally, which car- 
ried about a week beyond the series of November 
Congressional elections, faded out shortly there- 
after. 


Russia’s Exports Declined 


Factors in the upturn, aside from the stabili- 
zation announcement, included the discovery that 
Russia had but little more wheat to market in 
quantity, and a series of bullish rumors, mostly un- 
substantiated later, that negotiations were on with 
France and other Continental powers for volume 
purchases of the grain. 
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This new and sharp speculative advance had 
the effect of cutting off domestic grain from the 
world export markets again and movements of 
North American wheat thereafter were mostly con- 
fined to Canada. Gross exports of United States 
wheat for the year, as a result, were estimated at 
120,000,000 bushels, compared with 145,000,000 
bushels in 1930. 

Wheat yields were affected by freakish con- 
ditions in the Spring and Winter wheat areas. 
Much of the price strength in the unsupported de- 
liveries during the first quarter was based on reports 
of inadequate moisture in the Northwest. These 
apprehensions were fulfilled, despite a heavy March 
snowstorm, but an avalanche of Winter wheat more 
than offset the loss in the Spring crop through 
drought and heat. 


Wheat Yield Declined 


The Northwest Spring wheat crop closely 
approximated a failure, but the phenomenal Winter 
yields from the Southwest brought the total yield 
of both crops to 892,000,000 bushels. Of this, 787,- 
000,000 bushels was Winter wheat. The gain over 
the 1930 yields was 34,000,000 bushels. The Spring 
wheat crop, at 104,800,000 bushels, compared with 
256,320,000 bushels in 1930. 

Yields of Winter wheat in 1931 averaged 19.2 
bushels to the acre, against 15.2 bushels in 1930, and 
Spring, about 7 bushels compared with 12 in 1930. 
The carry-over at the end of the year was about 
325,000,000 bushels. 


Corn Consumption Lower 


Corn maintained a freakishly high price ratio, 
in comparison with wheat, during the late Winter 
and early Spring. This was due in part to the final 
1930 crop report, which showed only 2,060,000,000 
bushels. This short crop plus the realization that 
corn prices were unrestricted by Grain Board mar- 
ket operations, created early hope of a broad specu- 
lative movement in corn. 

Cheapness of wheat and other grains, how- 
ever, led to a sharp reduction in the farm consump- 
tion of the yellow cereal. Adverse developments 
abroad and in the stock market soon took the opti- 
mism out of the market. Farm movement through- 
out the latter part of the year was abnormally light, 
but prices tumbled with the other grains neverthe- 
less. Shorts were given a hard squeeze in July corn 
and the price of that delivery jumped sharply near 
the settlement date. The upturn in October and 
early November likewise carried all deliveries 
sharply higher. The price range for the May de- 
livery ran between 75c. and 365¢c. 

The peak price was made in January when 
the quotations ranged from 63%c. to 75c. The 
February spread was 6234c. to 70%c.; March, 607%c. 
to 67¥%c.; April, 5374c. to 631%4c.; May, 54c. to 6l1c. 
With the turn of the year, the decline gained mo- 
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mentum. In August, the delivery was quoted from 
414c. to 49c.; September, 3834c. to 4444c.; October, 
3656c.; to 4634c.; November, 53%4c. to 42%cc.; and 
December, 39%c. to 44%c. The delivery closed 
December 31 at 4154c. December corn made its high 
April 1 at 56%c., and its low October 5’ at 3234c. 
Cash prices ranged from 73c. in January to 35%c. 
early in October. 


Corn Yield Increased 


The corn crop in 1931 was estimated at 2,556,- 
863,000 bushels, a gain of about 500,000,000 bushels 
over 1930. The area planted, however, was 4,000,000 
acres larger, with the yields kept down by the hot 
Summer and lack of moisture. This final estimate 
also compared with a preliminary 1931 estimate of 
2,674,000,000 bushels, confirming the toll taken by 
adverse crop conditions. As a result of feeding of 
other grains and generally reduced consumption, 
the supply of corn as of November 1 was actually 
larger than in 1930, despite the short crop. Com- 
mercial uses of corn likewise were curtailed by the 
general business depression. 


Oats Crop Smaller 


Oats and rye made new low trading records 
on the Chicago Board of Trade, along with the other 
grains, but gave ground more stubbornly whan in- 
dications of a sharply reduced 1931 yield became 
more apparent. The spread in May oats during 
January ranged from 317c. to 35c.; February, 315¢c. 
to 35c.; March, 30c. to 33c.; April, 25%c. to 3176c.; 
May, 25'4c. to 2834c.; August, 235¢c. to 29c.; Sep- 
tember, 24Yc. to 27c.; October, 23c. to 2834c.; No- 
vember, 2574c. to 314%c.; December, 245£c. to 27'c.; 
with a close December 31 of 263%c. 

The extreme low for May oats was 23c. on 
October 5, but prices rebounded at the close. Cash 
oats made a high of 3434c. in January, and a low of 
20%4c. in August. December oats reached a high of 
34¥4c. on June 29 and a low of 20%c. on October 5. 

The low prices discouraged marketing by 
farmers and feeding to stock was heavy. This kept 
the movement to primary markets sharply below 
normal. The yield of oats was likewise lower than 
in 1930, the final estimate of 1,112,142,000 bushels 
comparing with 1,277,764,000 bushels in 1930. 


Rye Yield Decreased 


Rye prices swung within a wide range during 
the year. The grain started under the handicap of 
a heavy carry-over, but adverse weather cut the 
domestic crop sharply, and brought a virtual failure 
in the Canadian output. The European rye produc- 
tion likewise was smaller than in 1930, and specu- 
lators were more active in the market late in the 
year, as a result. 

The 1931 United States rye crop was set at 
32,476,000 bushels, against 45,379,000 bushels in 
1930. December rye made its low of 35c. on August 
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25, and a high of 5744c. on November 11. May rye, 
which made its low at 3834c., rebounded to 57%4c. 
in the November upturn. Cash prices ranged from 
3434c. in April to 64c. in November. The May de- 
livery closed the year at 46c. 


World Wheat Acreage Higher 


Underlying the broad weakness in all grains 
was the heavy world carry-over and production of 
wheat. In the five years preceding the war, the 
average wheat acreage under cultivation in the 
United States, Canada, Argentina, Australia and 
Russia was 154,000,000 acres. The war eliminated 
Russia as a wheat factor until 1925. Then the 
Soviets began to come back as a producer, while the 
four other wheat-growing nations increased their 
yields still further. In 1930, as a result, the total 
acreage rose to 208,000,000 acres. 

This mounting output of five important na- 
tions was reflected in the yearly carry-over. In 1926, 
‘the carry-over was only 143,000,000 bushels, but on 
July 1, 1931, according to Federal statistics, it stood 
at 444,000,000 bushels. 

A collapse was inevitable. The decline which 
began in 1930 was accelerated by developments in 
this country making for a sharp shrinkage in gen- 
eral buying power, and by the succession of Euro- 
pean financial calamities. Each new decline in the 
stock markets in 1931 was reflected in the unsup- 
ported grains. 


Outlook for 1932 Improved 


The abnormally low prices established in 
1931 are, however, creating their own cure, with 
domestic Winter wheat and Argentine acreages 
down sharply. These conditions at least suggest 
comparative price stability at around the closing 
levels of the year. Any sharp 1932 recovery, in the 
opinion of the speculative fraternity, will come only 
through a general improvement in world financial! 
conditions, a sharp crop shortage, or some inspired 
operations in the domestic market in advance of the 
November Presidential election. 

The report on the 1932 Winter wheat crop 
issued by the Department of Agriculture showed 
Fall sowings of 38,682,000 acres, a reduction of 
4,467,000 acres, or 10 per cent from the sowings of 
1930. This is the smallest acreage sown since 1927. 
The condition of the crop, as of December 1, was 
shown as 79.4 per cent of normal, 6.9 points below 
the condition the same date in 1930, the poorest 
condition for the month in any year since 1890, with 
the sole exceptions of 1917 and 1921. 


Smaller Harvest this Year 


While the report indicated a shrinkage of 10 
per cent in the acreage sown in 1931, the acreage 
which will be harvested in 1932 will be cut still 
further in all probability. The average abandon- 









ment of Winter wheat in the past ten years has been 
12.2 per cent, but in years like the present, with 
exceptionally bad conditions, much heavier aban- 
donment than usual is anticipated. 

Assuming an abandonment of 14 per cent of 
the acreage this year, due to the bad condition, plus 
the estimated acreage reduction of 10.4 per cent, the 
acreage harvest probably will be 24.4 per cent below 
that of 1931. Take from this the abandonment in 
1931 of 5 per cent, which low, due to excellent con- 
dition, and the probable acreage for harvest in 1932 
will be about 20 per cent below that of 1931. 

Acreage sown to Winter wheat so far is 
slightly above the sowings intended on August 1, 
when intentions to reduce sowings by 12 per cent 
were reported. The present sown acreage is 88.2 per 
cent of the sown average of the three years preced- 
ing, 1928-1930. Sowings of hard red Winter wheat 
in many sections were made under unfavorable con- 
ditions of extreme dryness, and, as a result, the crop 
in these sections has got a late start. In the soft red 
Winter wheat area, sowings were made under almost 
ideal conditions, but the unusually warm weather of 
November and December led to such a heavy growth 
as to involve danger of extreme Winter loss, in case 
of sudden severe weather without adequate snow 
protection. 


Less Foreign Competition 


The growing conditions for wheat in Canada 
are not good this year, because there is less moisture 
in that country than for many years. The earth 
there is so frozen that the soil cannot store moisture. 
Conditions in Argentina and Australia are not so 
favorable as they were a year ago. 

Russian exports at the close of 1931 were 
below those at the same period in 1930, indicating 
that the world should expect less competition from 
that source than during the 1931 marketing season. 
It now is evident that both France and Germany 
will use more wheat than a year ago, and more than 
they had expected to purchase. 


Farm Crop Value Down 


On the basis of December 1 prices, the value 
of all crops produced in the United States in 1931 
aggregated $4,122,850,000, compared wih $5,818,820,- 
000 in 1930, $8,088,500,000 in 1929. The yearly aver- 
age between 1924 and 1928 was $9,942,900,000. The 
composite yield of all crops is figured at about 11.7 
per cent higher than it was a year ago, and is about 
equal to the ten-year average. 

Because of low prices, producers have stored 
products to an unusual extent, and it is likely that 
marketing will be spread over the next six months. 
The low prices that induce farm holding also are 
stimulating consumption, all of which will be to the 
producers’ favor. 
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IN PRIMARY DRY GOODS MARKETS 


Many Buyers in this Market Looking for Future Requirements 
Important Readjustments Planned 


Primary dry goods markets became more ac- 
tive this week and many buyers have come to New 
York from distant points to begin providing for 
Spring and early Summer needs. Merchants and 
manufacturers have been busy in the cotton goods 
division in the effort to conclude plans for a better 
regulation of output for the coming year, and for 
the elimination of certain methods that have caused 
severe losses in the past. Sales have been large in 
the unfinished goods section, notably in print cloths, 
sheetings, and some other lines for converting and 
some contracts were entered into calling for deliv- 
eries through the second quarter of the year. 

In some divisions of the market, notably those 
in close contact with garment and clothing manu- 
facturing, the trade is still holding back somewhat. 
Many statements that have been filed showing a bet- 
ter condition in inventories than had been expected. 
The reductions of inventories compared witH a year 
ago were quite remarkable in some instances. 


Clearance Sales Quite Satisfactory 

Clearance sales at retail at the low prices 
advertised continue to attract attention and it is 
believed that they are doing much to hold up sales. 
Wholesale dealers are showing broader interest in 
primary purchases. Some large contracts have been 
made by chain stores and catalog houses calling 
for deliveries for some time ahead. 

Business is beginning to improve in silks, 
worsted dress goods, and some types of woolens. 
Spring men’s wear lines are yet to feel the effects 
of an active call to meet requirements that have not 
been provided for in anything like normal volume. 
Export and import dry goods trade continues de- 
pressed. 


Large Cotton Goods Sales 


Starting on Saturday of last week and con- 
tinuing this week large sales of print cloths and 
some sheetings were made calling for spot and con- 
tract deliveries, in the latter instances extending 
through June in a few places. Sales ran substan- 
tially ahead of production and prices advanced from 
4c. to 4c. a yard above the low points. The ac- 
tivity was due to an understanding believed to be 
arrived at calling for a curtailment of production of 
about 20 per cent, notices for which are expected to 
be posted in mills by the first of next week. Denims, 
tickings, and some other colored goods are selling 
more freely. Bedspread lines in new styles are 
being shown. Jacquard robe fabrics were opened 
for a new season at reductions as high as 30 per cent 
from a year ago. Sheet and pillowcase manufac- 
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turers have arrived at an agreement on a plan to cur- 
tail output for the coming six months. 


Sampling Dress Fabrics for Spring 

Sampling of new worsted dress fabrics for 
Spring has become active and new types of dresses 
and garments are being shown. A fair volume of 
business has been booked by some factors. Men’s 
wear fabrics for Spring are being bought on dupli- 
cate orders in a very moderate way thus far. Fancies 
are being sought and are not in stock. 

Silks in the greige for printing and convert- 
ing were bought freely this week and available 
stocks were about cleaned up as less than the usual 
amounts were made for stock. Cutters are also 
sampling more fancy silks for early cutting. Prices 
are low but in large houses it is stated that they 
promise to be a little more profitable than last 
season. 

Competition on acetate rayon yarns is very 
sharp. Viscose rayons are holding fairly steady. 
Knitters and weavers are buying moderately. Rayon 
crepes of many types are leading in sales. 


Textile Production Costs 

Steady contraction of profits has brought 
about the gradual elimination of many small factors 
from the business in all departments. This is true in 
the case of small storekeepers who are closing out 
without special announcement. In garment and 
clothing manufacturing there has been quite a re- 
duction in the number of houses engaged, and a still 
greater contraction in the extravagant sales and pro- 
ducing methods of war time years. 

A notable feature has been the decline in tex- 
tile production costs. Wage reductions have been 
substantial and have been accepted in cotton, silk, 
and woolen mills. This has been possible in part by 
the irregularity of work and the lack of opportunity 
for many people to find employment. 

In primary circles of selling, less eagerness is 
shown to cultivate retail outlets exclusively, al- 
though a few large organizations are still tending 
in that direction. The system of selling to retailers 
alone proved ineffective last year in providing mill 
orders, as most of the buying was done in the small- 
est lots practicable, and goods were bought that 
would sell the easiest. 

These things are all in the direction of a de- 
layed readjustment of conditions in sales channels 
due to the breakdown in purchasing power through- 
out the country and the enforced economies that 
have been brought about. 

continued on page 57 
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BALTIMORE Most of the merchants in this 
district are inclined to be hopeful rather than opti- 
mistic, and pessimism now is much less observable 
than it was a few months ago. The thinness of 
present inventories is an outstanding favorable 
factor, and encourages hope for an early resumption 
of activity. 

The mildness of the weather thus far this 
Winter undoubtedly is a retardative trade factor. 
The automotive industry is not very active so far 
as vehicle sales are concerned, but tire dealers and 
accessory houses are busy. 


BOSTON Local retail business continues of 
moderate volume, but seasonal improvements which 
usually develop after the first of the year in manu- 
facturing lines have not, as yet, made themselves 
felt. Inquiries and sample orders were the chief 
feature of the wool goods market during the week, 
but purchasing in all lines was moderate. Low 
prices for finished goods and a scarcity of new 
orders continue to restrain the New England mills 
from purchasing much raw cotton. 


BUFFALO The new year has witnessed an 
improvement in the financial structure of most 
wholesalers and many retailers, and it is believed 
that the period of deflation has about reached its 
limit. Retailers report an increasing demand for 
the medium and better-class merchandise, and a con- 
siderable slackening off in demand for the cheaper 
class of merchandise, which prevailed before the 
holiday season. 


CHICAGO Heavily advertised retail clear- 
ance sales of fur coats and other apparel were 
hampered by rainy weather early in the week, while 
wholesale lines were seasonably slow in starting 
after the inventory period. The January furniture 
style exhibition, which is the first of a series of 
important trade gatherings this month, reported a 
registration of 1,733 buyers during the first two 
days, against 1,908 for the first two days of the Mid- 
summer show, and 2,143 for the corresponding two 
days of January, 1930. 


CINCINNATI The trend of commercial ac- 
tivities continues uneven, but constructive forces 
are not entirely absent, and many encouraging re- 
ports are heard relating to business during the 
ensuing months. Gains of importance were not 
anticipated during the first two weeks of the new 
year, inasmuch as many concerns still are working 
on inventories, and commitments are being deferred. 


CLEVELAND The general trend of busi- 
ness, taken in all its branches, during 1931 was a 
continuation of the decline which set in during the 
Fall of 1929. There were periodic exceptions fol- 
lowing the upward movement of the line wave at 
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THE WEEK—REPORTED BY 


the beginning of seasons and during the holidays. 
Manufacturing and other industrial concerns in this 
district, as a rule, made quite acute reductions in 
the volume of output, and pay rolls were reduced in 
corresponding volume. 

Wholesale business, taken as a whole, made 
a poorer showing than in 1930, due partly to a soft- 


ening of prices. The retail trade fared slightly 
better, but totals are found below the average of 
the previous year. 


DENVER Last year was a profitless one for 
most Denver merchants. Volume declined steadily 
throughout the year, picking up slightly in Decem- 
ber, due to holiday buying. Many of the larger 
stores are holding clearance sales, with only fair 
results. Inventories are low and any real spurt in 
buying would result in a depletion of stocks. Win- 
ter crops, principally wheat, have suffered, due to 
lack of moisture, the weather having been unusually 
warm the past month. 


DETROIT There was a gradual and steady 
decline in buying all through 1931, more pronounced 
by comparison with 1930 in the first half. The sharp 
reduction in the number of bank closings in the last 
three months and the return of hoarded money in 
large amounts are regarded as an encouraging sign 
of first importance, attesting the restoration of 
growing confidence. 

Not only Michigan, but the whole country 
now is focusing attention upon the motor industry, 
which offers phenomenal values this year. Factory 
schedules for the early months of the year presage 
growing confidence in the automobile market. 


KANSAS CITY General activity in whole- 
sale and retail lines has been somewhat sluggish 
since the first of the year. Representative houses, 
however, seem to feel that conditions are about as 
satisfactory as they expected. While there is a 
lack of universal feeling as to the trend of business 
during the next month or two, there seems to be a 
little firmer outlook because of small retailers’ 
stocks and the betterment in general sentiment. 


LOS ANGELES Local department stores 


during the past week enjoyed an unusual volume of 
business, through advertised January sales and 
drastic mark-downs. In some instances, it is re- 
ported that sales for the first few days of the year 
have exceeded those of 1930. 

Manufacturers of ready-to-wear started their 
Spring style shows on January 11. Due to low 
stocks, indications are that retailers will buy 
heavily. 


LOUISVILLE There has been a slight quick- 
ening in business since the first of the year, particu- 
larly in the demand for electric appliances and port- 
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able tools, builders’ materials, some ready-to-wear 
items, and furniture. In the latter, sales are con- 
fined largely to the cheaper grades. 

The outlook for many lines of builders’ mate- 
rials is better than it was a year ago. The price at 
which tobacco has been selling since the opening of 
the sales during the first week of December is low 
and unsatisfactory to the grower. 


NEWARK The usual post-holiday reaction 
is still in evidence in retail trade; but, to some ex- 
tent, volume has been aided by January clearance 
sales. Dealers in nearly all lines adhere to the 
practice of cautious buying. Merchandise stocks 
in nearly all lines have been well reduced. The de- 
mand for radio sets and parts, despite price reduc- 
tions, has been rather disappointing. 


PHILADELPHIA The generally low stocks 


in the hands of retailers has caused rather heavy 
buying in wholesale markets during the week, with 
dresses, infants’ wear and men’s furnishings profit- 
ing mostly by the increase in the demand. Some of 
the manufacturers of women’s coats still are making 
Winter merchandise, but have done little, as yet, 
on Spring business. Volume of business with manu- 
facturers of glazed kid during the last two weeks 
was larger than for many months; prices still are 
drifting downward on both skins and leather. 


PITTSBURGH With unusually high tem- 
peratures prevailing, the sales of heavy clothing and 
other seasonal lines have been much below normal 
in volume both at wholesale and retail, and clear- 
ance sales are not moving the surplus very rapidly. 
Advance sales of Spring merchandise still are very 
light, and some houses have not yet started their 
salesmen on the road. Industrial activity is at a 
slightly higher rate, with steel operations estimated 
at about 25 per cent of capacity. 


PORTLAND, Ore. Seasonal sales, aided by 
extremely mild weather, have helped to sustain vol- 
ume of retail business. Jobbers report orders light 
and, in some cases, below those for the correspond- 
ing period of previous years. Jobbers report buy- 
ing moderate but active, in anticipation of more 
retail activity. 


ROCHESTER A gain was made in factory 
employment during December over that of Novem- 
ber. Retail employment was higher in December 
than during December, 1930, and municipal employ- 
ment was 3 per cent behind that of December, 1930. 
The principal factory employment gains were in 
the shoe and men’s clothing lines. 


ST. LOUIS Business for the week has been 
more or less dull throughout this district, but this 
is expected following the first of the year. Both 
retail and wholesale houses are postponing their 
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comments. Wholesalers and jobbers in the textile 
lines have expressed the view that conditions will 
improve following the annual closing period, but 
state that the circumstances are such that a definite 
opinion cannot be expressed at this time. Retailers 
are continuing to offer exceptional bargains, in 
order to close out present stocks and to make way 
for Spring lines. 


SAN FRANCISCO The sales of the larger 
department stores and specialty shops are regarded, 
on the whole, as being satisfactory. In some in- 
stances, the stores have enjoyed an unusual volume 
of business, not only through their advertised Jan- 
uary sales, but owing to the unusually low prices. 
In some quarters, it is said that the actual amount 
of merchandise sold has exceeded that of last year. 


SYRACUSE The inventory period has 
brought with it a seasonal dullness, most of the 


retailers confining their activities at present to spe- 
cial clearance sales. One of the most favorable 
features in the current situation is the fact that 
stocks are low in nearly all lines. Prices seem to 
be firm at present reduced levels. While retailers 
express confidence in the future, they are hesitant 
about making commitments. 


TOLEDO Retail trade has been quiet, and 
inventories in process reveal that stocks on hand are 
at low levels. Building permits have indicated a 
considerable increase in structural activities, due 
mainly to enlargements and alterations in commer- 
cial buildings. Chain store distribution of com- 
modities in this district during the year 1931, was 
increased in quantity, but not at any increase of 
net profit. 


TWIN CITIES (Minneapolis-St. Paul) The 
prevailing post-holiday inventory period dullness is 
not regarded as throwing any particular new light 
upon present conditions or upon future business 
prospects. The falling off of both wholesale and 
retail sales apparently is relatively normal, as com- 
pared with the record of previous weeks. 

Flour production is very low, about half of 
the thirty Twin City mills having been in operation; 
these worked on reduced schedules. A revival of 
demand for flour is expecetd after the inventory 
period. The very few available balance sheets are 
mostly of the smaller mercantile and industrial con- 
cerns; these show a rather high proportion of losses. 


WICHITA Business, as a whole, during 
1931 was below normal. During the last six months 
of 1931, owing to the sharp decline in prices, most 
concerns were forced to advertise extensively in 
order to stimulate buying, but the public responded 
only for immediate requirements. Both jobbers and 
retailers report their stocks as below normal, and 
are cautious in replacing these. 













More Firmness in Leading Items 


Following the post-holiday uncertainties, 
most markets have become somewhat steadier, with 
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quotations this week, the number of advances was 
60.7 per cent above the record of last week, while 
the declines were fewer by 23.5 per cent. 

In the foodstuffs group, advances were double 






















recessions far less numerous and most of the recent those in the preceding exhibit, with the strong 
gains held. In Dun’s list of wholesale commodity position of wheat reflected in the firmness of the 
This Last Last This Last Last 
Ch’ge Week Week Year Ch’ge Week Week Year 
FOODSTU FFS van Plain Red om, 
4/4” ccvcncccces -ber M ft. 76.00 76.00 102.00 
FAS Ash 474" seeeeeee 71.00 71.00 90. 

BEANS: Pea, choice..... ma Ibs —10 2.75 2.85 5.50 FAS sin 909i ORs 7 to 
Red kidney, choice...... 3.50 3.50 9.75 17” ee apes 80.00 80.00 110.00 
White kidney, choice..... “ “+25 4.75 4.50 7.75 Beech, ‘No. “1° ‘Common, eae ines al: ee 

COFFEE: No. 7 Rio......... -lb 7 7 6% 308 83 sta pels ls ae ine nee ae 08 v % 5 

“ Santos No. 4.......° 9 9 9% re —. ae." * * 85.00 85.00 115.00 
press, 1”....006 77.00 77.00 87.50 

DAIRY: FAS Chestnut, dis 65.00 65.00 80.00 
Butter, creamery, extra......1b—3% 23 26% 28 No. 1 Com. Mahogany, 

Cheese, N. Y., fence. te eeeeees 16 16 18 (African), 4/4”...... Pe ee 150.00 150.00 156.50 
Eggs, nearby, f -do 9% 244% 833 32 FAS H. Maple, 4/4”... “ “ “ 70.00 70.00 85.00 
Fresh, gathered, ¢ extra firsts.“ — 21 28 27 Canada Spruce, 2x4”... “ “ “ 25.00 25.00 34.00 
oe lb a 1 4/3", ‘son 

les, i= 

Apricots, cholee.ss-seeseccce sf 2 ia ME sn cnn eee 8S 39.00 39.00 46.50 
Citron, ‘imported............%—1 17 18 18 Yellow Pine, 8x12”.... “ “ © by ed bp 4 
Currants, cleaned, 50-Ib. box. . “ 11% 11% #£=11% FAS Basswood, 4/4”. . B00 48: 
Lemon Peel Imported....... “—1 16 17 14 a + hha Pir, Water 

pen ol reel, Fon 0 led 7% 1G Te ox4”.’ 18 tian “uu 20.50 20.50 26,00 
Prunes, Cal. 40-50, 25-lb. box. “ 5% 5% 7% ee Re a Wood, 4/8, . sank aie. eadie 

FLOUR: Spring Pat.....196 lbs+15 4.35 420 4.60 eee geese teen . : ™ 
Winter, Bott Stralshts. eng, - 4 4 a4 ef Roofers, 13/16x6” ...“ “ “ 23.00 23.00 27.50 

‘ancy mn. Family.... o— 5.35 5.45 5. 

GRALN: Wheat, No. 2 R...... bat 72% 12% 1.00% ae. sie ae 330 385 180 
Corn, No. 2 yellow......... . 50% 51% 85% Tar, kiln burned....... cea 10.00 10.00 13.00 
Gate, Ea 3 SoS. seeeeeeree  — o8 oe 164, Turpentine, carlots.........gal—% 40% 41 43% 

ye, No peeeiedase 8 6 
Barley, malting peu nans cae “4% 62% 661% «58% «| PAENEB: Litharge, com’) Ane . bf, 
eas oe Ee 100 Ibs 92% 92% 1.45 White Lead ees 12 12 13 

HOPS: aaake, Pr. '80.......- Ib 18 18 22 dry..... 12 12 Ty 

MOLASSES AND SYRUP: Zinc, American...... 61% yd $8 
Blackstrap—bbls. ......... eal 9% 9% 12 . P.RS.. 9% 9 9 
Extra Fancy.....cc.cee 54 54 54 ADVANCES 0; DECLINES 2. 

PEAS: Yellow split, ome. 100. lbs 5.00 5.00 4.50 

PROVISIONS, Chicago 
Beef Steers, best fat....100 1bs—25 11.50 11.75 13.00 HIDES AND LEATHER 
Hogs, £20-250 pb. ¥ aes 1? 4.30 $20 G4 

Y., Mi cpus re ee 5.35 “ 8.95 - 
Pet OU 0 a4 <0 nes +s ss bbl 16.75 16.75 28.50 ees. ee: 7% . . 

Lambs, best fat, natives. .100 lbs +25 6.00 5.75 5.50 ge ag = eat ee ie 69% 88 
we fat OWES... occcece 2.50 2.50 3.00 Colorado phic teadle cdi 7 2 7 9 

Short ribs, sides l’se eemiee. 5.75 5.50 11.62 Cows heavy: A native 6 6% 7% 

Bacon, N. Y., 140 down......ib+% 7%4 7 14 ieenled aoa. 6 6% 7 
Hams, N. Y., 18-20 lb..... ee “4% 10% 10% 15% No. 1 buff hides. 5% 5% 6Y, 
Tallow, N. am ee “i 2% 3 4 Wo! S extremes. 6 6% 7i2 

RICE, Dom. Long grain, Fancy. lb % 4% 5% 5% ie eS eee 6 6 8 
Blue Rose, choice...........' =% 33 Wy 4 No. 1 calfskins...........+.- V4 6 6% 9% 
Foreign, Japan, fancy....... oe 3% 36 8% Chicago city caifskins........“—% 7 7% 14% 

SPICES: Mace, Banda No. 1...1b 39 39 58 LEATHER: 

Cloves, Zanzibar......eee.005 14 14 30 Union backs, t.r........+e00- = 30 30 33 
Nutmegs, 105s-110s.......... “4 13 13 17 Scoured oak-backs, No. 1. ne 34 34 38 
Ginger, Cochin..... ey 7 7% 12 No. 2 butt bends......... = 45 45 50 
Pepper, amaene. black:  —/ 10% 11 13% ADVANCES 0; DECLINES 6. 

Singapore, whi te. paleisie 4 14 14 21 
Hs Mombasa, red........ é 17 17 18 EXTILE 

SUGAR: Cent. 96°.......100 mers 3.17 3.15 3.38 
Fine gran., ta bbls. .... ts 4.15 4.20 4.70 T X I s 

TEA: micngarpeict natant. oie aie -Ib 11 11 14 BURLAP, 10%-0z. 40-in......yd 45 4Y, 5 
Serer naGessre™ 21 21 22 a —— se aka 
Japan, basket. fired. ceeverceodeo sf 12 iz 15 COTTON GOODS: 

Congou, standard............ 9 9 12 Brown sheetings, stand...... yd 5% 5% 9 

VEGETABLES: Grthage tenet? Wide sheetings, 10-4........ @ 42 42 50 
BORE, “pcccccnscscovevespececs 0 50 60 az Bleached sheetings, stand.... “ 13 13 14 
Onions (Jersey), Mab os ck bskt —50 1.50 2.00 0 IE 55 69 sb. ow Sie weve vie’ 08.0 = 9 9 9% 
Potatoes, L. I...... 180-Ib. sack + 10 2.10 2.00 3.75 Brown sheetings, 4 yd....... 3 4% 4% 7 
Turnips, Can., Rutabaga....bag +5 55 50 1.35 CE et a a — 6% 8% 7% 
ADVANCES 14; DECLINES 20. Brown drills, standard...... “ 53% 9 

Staple ginghams............ “ 6% big 8 
Print cloths, 3814-in. 64x60.. “ + % BE 3% 5% 

Hose, belting, duck......... “ 19 19 24 

BUILDING MATERIALS HEMP: Midway, Fair Current..lb 4% 4% 5 
JUTE: first marks............ “— % 3% 3% 3% 

Brick, N. Y., delivered... .1000 10.50 10.50 15.00 RAYON 
Portland Cement, N. Y., Trk. Den Fil. 
loads, delivered............ bbl 166 166 2.60 Pec gee: ee a 15 <5 95 
— o, carloads. cartes a 1.85 1.85 1.95 b 15 ROPE. Sc cstlesipsin as sc 1.00 100 1.60 

iladelphia, carloads....... “ 2.35 2.35 m3) i 

Lath, Baste spruce, 100 rt 00 200 Be a peanad Process. b Cellulose 
Shingles Cyn Per No. 1.1000 A oe eo SILK: Italian Bx, Clas. (Yel.) 1b. 2.20 2.20 2.75 
Red Cedar, Clear, rail...... va 2.85 2.96 3.66 Japan, Extra Crack.......... +7 1.98 1.91 2.75 

LUMBER: WOOL, Boston: 

W bite Pine, No. 1 Barn, Average, 25 quot............lb 86.70 386.70 45.28 

Bee IPP errr per M ft. 52.00 52.00 55.50 Ohio & Pa. Fleeces: 
FAS ,Quartered ver Oak, Delaine Unwashed......... bart 231% 23% 29 
buh eee aes — 139.00 139.00 154.00 Half-Blood Combing......... “ 23 23 29 
—, Plain Wh. ‘Oak, Half-Blood Clothing.......... - 20 20 25 
fa id 110.00 110.00 110.00 Common and Braid.......... = 16 16 24 


ee ee ee 
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WHOLESALE COMMODITY PRICES 


flour quotations. With the exception of beef steers, 
encouraging advances were recorded for provisions, 
but rice and vegetables did not make such a favor- 
able showing. Despite the cheerful report on the 
progress of international sugar restrictions, prices 


of sugar weakened. 


Quiet trading in hides and leather brought a 
continuance of the trend of last week to lower 
levels. Increasing demand sent prices of silk 
higher, and there were fractional gains set down 
for some of the cotton goods listings. Wool con- 
tinued firm at last week’s level. 



















This Last Last This Last Last 
Ch’ge Week Week Year Ch’ge Week Week Year 
Mich., and N. Y. Fleeces: Soda ash, 58% light...... 100 lbs 1.05 1.05 98 
Delaine Unwashed.......... -lb 21 21 26 BOG DOMMONEDs obec eescccncwes lb 40 40 40 
Bale Bleet Gimuiag cc ccccs- 7% ADvaoxs 1; Drcumnes « 
is., Mo., an io mes 
 * e-aeparrer., 20 20 24 METALS 
Pa emt te EOE Cees Oekee” 19 19 24 Piel No. 2X, Ph.. P 
outhern eeces : g Iron: No. cocces on 6 15.51 17.76 
Ordinary Mediums.......... ag 19 19 22 No. 2 valley furnace... teens OU dons 150 15.50 1 00 
; a., etc. ; Three‘eightha a ry " Bessemer, by eee “ £13 17.89 17.76 19.26 
ood Unwashed...... ° a 25 25 2 No. 2 South Cincinnati...... “ +13 14.82 1469 14.19 
Quarter-Blood Combing.. Pree 22 22 29 Billets, rerolling, Pittsburgh.. 2 28.00 28.00 30.00 
Texas, Scoured Basis: ig Forging, Pittsburgh......... 2 35.00 35.00 36.00 
Fine, 12 — err tee eee 54 54 65 Wire rods, Pittsburgh........ “ +2.00 87.00 35.00 35.00 
Fine, 8 months......... : 46 46 60 O-h rails, hy., at mill........ 43.00 43.00 43.00 
See Soren alli" 46 46 «= 59—‘Steel bars, Pittsburgh... (50 «150 85 
eccccccccccccccccs 6 eel bars, beece : . # 
MOWMNNEN Cescvacescoceteucs 45 45 57 Tank plates, Pittsburgh... “ “ 1.50 1.50 1.65 
Oregon, Beoured Ee. : us se os 6s Shapes, Re nage bite aa 1.50 1.50 1.65 
Valley COSEES a Sa ae 48 48 62 7 ae ws 3 sien SA s if “4 2.25 2.25 2.35 
Territory, Scoured Basis: . ‘ Wire Naiis, Pittaburgh! 111“ “ 195 195 1.90 
Fine Staple Choice.......... 57 57 69 Barb Wire galvanized, 
Half-Blood Combing es 52 52 64 “ “ou 2.60 2.60 2.55 
was tee. Dee 45 45 60 Pittsburgh ............- A 4 - 
Pulled: Delaine.............. 63 63 15 Se ee, re ae 
Fine Combin eo ccccccccccecs . yr yr Y* Come “Conieltsviti, oven... att ton z 
amen, = Becscceeeeeeee 60 60 73 Furnace, prompt ship....... “ 2.25 2.25 2.50 
alifornia ee oS eb cerer veces Foundry, prompt ship A 3.50 8.50 3.50 
‘aeanenn cheviot, 14-02 yd 1.70% 1.70% 1.46 ee eae lots). a. 22% 22% ag Ps 
» 14-02......- ° : : ntimony, ordimary...........- _- 
Serge, 11-08.....cccccscceee 1.35 1.35 1.80 Copper, ‘iyectroiytle or aes Saha g “4 t 7 10 
DOVER, 16-O8 vic c-0.04:0 00:0 meaner 2.00 2.00 2.31 Zine, N. Y. Rr ees aera ee ig 3 434 
Fancy cassimere, 18-02. on 1.57 1.57 i) a? SS ee prpR epee ae atetdee 3 3% 4% 
36-in. all-worsted serge.. is 45 45 50 Wri NGwe .ceseac deenedues “41% 22 20% 25% 
86-in. all-worsted Pan....... 3 45 45 50 Tinplate, Pittsburgh, 100-Ib. box 4.75 4.75 5.00 
Broadcloth, 54-in........... * 2.50 2.50 3.25 ADVANCES 6; DECLINES 1. 
ADVANCES 3; DECLINES 1. : 
COAL: f.0.b. Mines..........ton 
Acetanilid, U.S.P., bbls....... 36 36 36 Bituminous: 
Acid, Acetic, 28 deg.... -100 ibs 2.60 2.60 2.60 Navy Standard.......... ea 2.15 2.15 2.10 
Carbolic, CANE. occcceses 17 17 17 yen Me nage Steam...... 1.25 1.25 1.25 
Seater eie welerare aces e, Compan 
men tee 100" ibs a” 14" un” ee ser “ 8.00 8.00 8.00 
x tre, oe ORE . “ 60% 00% et ey ad ee ye a-a8 a8 as 
Xaiic. eocccccccce 4, Me cecee . . eee eee . . 4 
Suphirie, 607 wee eee . 100° ibs 33, 55 55 - eeeeney : 5.75 5.75 5.00 
MFUNFIG CFYStAIG. ... 00200000 QT, 
Fluor Spar, acid, 98%....... ton 38.50 38.50 38.50 DYESTUFFS—Bl-chromate a7 8 8 9 
Alcohol, aan proof U.S.P..... he 2.37 2.37 2.5544 Cochineal, silver “ 46 46 52 
NG io - 44 44 44 Gutch, Rangoon.............. “ 9 9% 10 
vi denatured, form 5.... 31% 31% =, 39 Gambier, Plantation.......... x 8 8% 7 
Alum, lump............ seeees Ib 2.25 25, 3.50 Indigo, Madras......... coces te 130. 125 1.25 
Arsenic, white. Grous.....-.. aa 7 7 Prussiate potash, yellow...... _ 18% 18% 18% 
alsam, Copa. opaiba, S. A.. may 18 18 25 FERTILIZERS: 
‘h il [ey ae A . gal 10.00 10.00 11.00 Bones, ground steamed, 1%, 
Pe crecesscersceessecce “45 95 90 1.50 am., 60% bone phospha e, 
Blearbonate Soda, Am... .100 ibs 2.54 2.54 2.25 Chicago .. egrets ton eee mers 
eac. owder, over uriate potash, SU%.....-- . one 
3t% iyo : Cig boi 408 _ 2.00, 2.00, 2.09 Nitrate soda...’ vs 2,160 Ibs 77) «1.772.085 
Orax, crystal, in eeeesees 2 2 ulphate ammonia, - 
* hale “oe 146° 23 1.87 
loa la ee es ne Bs "2.05 guiphate potash, ba. 90%....ton 48:25 48.25 48.25 
amphor, slabs.......... wesew al 49 53 5 : Sk a 5% 
Castile Soap. WEUICOs 6.0 0s ko 0% case 15.00 15.00 15.00 =. Seen we. 3 “3% 3a io aie 
CMeee Oe Ge Bic con cicaccece b 10 10 11 Cod, Newfoundland. . gal 28 28 48 
Caustic Soda, 76%...... 100 Ibs 2.25 2.25 2.15 Corn, crude Mill..... <a 3% 38% 7%, 
Chlorate potash.......... cos old 8 8 Cottonseed, spot........+.-.- “ty 4 3% 74 
Chloroform, U.S.P.......... oy 25 25 27 Lard, Extra, Winter st.....-. “ 7% 7% 9% 
Cocaine, Hydrochloride........ Oz 8.50 8.50 8.50 i rlots..... “_y¥ 6% 6% 8% 
Cream Tartar, domestic....... Ib 20% 20% 24% Linseed, “gr pian ¥ “s 9it 9 v4 114% 
Epsom Salts..........-. 100° ibs 2.25" 225" 225° uae rae, eae a” “a 6 
WOPMMIGONIOE 6 6cicccccccsceees Ib 6 6 8% k, M. W...Ilb—¥% 3 3% 7% 
Glycerine, C. P. ind Jr 11% 11y, 12% Soya-Bean, tank, cars, M. A, D a, 3 
Guan Asatte pono reeeeness “ F i 6i4 1117 Petroleum, Pa., cr., at well. .bbl 1.58 1.58 1.67% 
Bensoin, Sumatra............ 23 2 937 35 Kerosene, wagon, delivery. oy 17 17, 17 
pra cael ome TB cccce seeeee 75 35 85 Gas’e auto in gar., st. bbls.. ib 72% 12% % 
as plata taliteai 38 38 40 bes age Recs 55.00. 55.00 62.00. 
Tragacanth, Aleppo ist........ “ 1.05 1.05 1.35 PAPER: Newsroll Contract... ib ee REA ee 
Licorice Wxtract.......ccccses % 18 18 18 Book, 8. & S.C... - eee seers <s b x rena 10 = 10 ™ 
ae ey ‘ 38 ‘ 33 33 Writing, ee Po bcicwekincees * —5% 4i2 4%, 5 
“ 25 8.75 O. 1 Kraft. ...-cccsecescoes 7 2 
Mecshine fen’ 9 oz 7.95 795 3.95 Sulphite, Domestic, bl...100 Ibs 2.00 2.00 2.65 
Nitrate tilver’ ‘crystals. 1 —% 235 ‘24 24% Old Paper No, 1 Mix..... ; abe 1s i 
pd mi. jontlag lots. -. Ib at ah 12, 04 is, p. pac Vi eee Sate 87.50 38.00 ; 44. ae 
Quicksilver, 75-Ib. fiask....... ..—1.00 65.00 66.00 105. 00 er a oe-.---- BTS sa ag 
Guinine 100-02 an pe 40 40 Plan, 1st Latex, crude...... + 
Rochelle Salts....... fogttttt: Ih—% 16 16 i9 4 ADVANCES 4; DECLINES 5. 
Sal ammoniac, lump, imp...... A, a. 4 
Sal soda, American....... 100’ ibs or, i TOTAL ADVANCES ......-- = F&F Ss 
altpetre, crystals........ ia: i 4 
Sarsaparilla, ye ees sloteiare Ib 42 - 42 42 TOTAL D E c L I N ES ee RT ONS 39 51 36 
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COMMODITY PRICE INDEX AT LOW LEVEL ALL YEAR 





The Slight Check Appearing for Some Classifications Toward the End 
of 1931 Was Insufficient to Lift the Average 


Commodity prices were again somewhat more 
steady in December as they had been in the two pre- 
ceding months. Dun’s Commodity Price Index was 
higher for January 1, 1932, than it was a month 
earlier. The advance in prices indicated during 
December was the fourth consecutive advance that 
had taken place. The index of November 1, based 
on commodity prices of that date, made a fair show- 
ing over that of October 1. Some recession later in 
November had occurred, but by December 1 a frac- 
tional advance had been established for the aggre- 
gate of all commodities included, which was fol- 
lowed by a further fractional advance to January 1, 
1932. 





Jan. 1, Dec. 1, Jan. 1, Jan. 1, Jan. 1, 

Groups 1932 1931 1931 1930 1929 
Breadstuffs ......... $17.291 $18.266 $25.368  $33.801  $32.673 
BEE conor ececcscccce 5.623 15.483 19.841 22.622 24.620 
Dairy & Garden...... 17.869 16.613 18.071 21.618 21.690 
Other Food.......... 16.806 16.872 7.878 18.238 19.596 
CRIN wo ook scccees 22.989 23.003 27.019 83.297 85.658 
DE. wee teee~e veces 18.429 18.498 19.351 20.943 21.348 
Miscellaneous ....... 31.674 31.666 32.691 35.994 36.780 
ML: cs Nawtvonnes $140.681 $140.401 $159.719 $186.513 $192.365 


Considering that the decline in prices had 
been very persistent, and had continued almost with- 
out interruption for practically two years, the slight 
recovery that has now been shown may prove to be 
important. Some of the recovery is seasonal. Cer- 
tain dairy and garden products are naturally quoted 
at an advance at this time of the year. The index 
for that division is now above that of any month 
back to April. There has been also some improve- 


ment in the prices of breadstuffs recently, with a 
slightly higher tendency apparent during the past 
three months. Still the improvement has been quite 
spasmodic. The price of wheat and of corn, as well 
as some other grains, was somewhat more settled 
after October 1. The January 1 index for bread- 
stuffs, however, was the lowest for many years—in 
fact, below that of any year back to the early part 
of 1907. 


Prices Back to 1860 


Dun’s Commodity Price Index is complete 
back to 1860. This record of prices covers, with more 
or less regularity, the intervening period since that 
time. The January 1, 1860, price record is given; 
also later years for that same date up to 1888. Fora 
considerable part of the seventy-two years from 1860 
up to 1932, the price index is published for each 
month. 

The accompanying chart shows the commod- 
ity price index on January 1, 1860, and for a part of 
the time since then on that same date. In a general 
way it marks the course of commodity prices during 
that entire period. It shows the high level of prices 
during and following the Civil War. The decline 
from the high point in 1865 is indicated. Prices 
continued downward for a number of years later, 
with little or no interruption. In 1878, there was a 
temporary check. At that time the price index was 





Dun’s Commodity Price Index 1860-1932 
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down to about $100 and the resumption of specie 
payments was then successfully undertaken by the 
United States Government. 


Resumption of Specie Payments 


Following that there was an upturn in prices, 
the advance in three or four years amounting to 
about 20 per cent, but later they declined again and 
in 1884 Dun’s Commodity Price Index was at about 
$100 (on January 1, 1885, it was $96.465). The gen- 
eral level from 1884 on was somewhat irregular, but 
tended downward. The low point of the entire 
period of seventy-two years was touched in 1897. 
On July 1 of that year the price index was at 
$72.455. The movement was quite definitely in the 
other direction in the succeeding years and con- 
tinued higher from that time on until the beginning 
of the World War in 1914. There were recessions 
at times, and the declines from one year to another 
in some instances amounted to possibly $6.00 or 
$8.00. Contrariwise there also were advances of 
about the same figures, but no such violent changes 
occurred as have characterized the course of prices 
since then. On January 1, 1914, Dun’s Index Num- 
ber stood at $124.528 and that was the highest index 
for January 1, during the twentieth century up to 
that year. 


Dun’s Commodity Price Index 


Bread- Dairy & Other Cloth- Miscel- 
stuffs, Meat. Garden. Food. ar ce ial laneous. Total. 


$ $ 
25.322 14.161 16.112 13.308 31.480 26.612 21.786 148.7381 
24.809 12.177 20.799 18.823 30.624 27.871 21.907 151.510 
22.171 11.055 16.019 14.845 32.427 82.643 21.319 150.479 
20.460 10.114 16.629 18.625 29.411 32.298 21.552 143.089 
25.657 11.560 19.142 18.678 27.260 25.254 19.582 143.133 
- 24.848 13.287 14.918 14.418 25.318 28.515 18.398 134.702 
- 18.777 10.726 15.912 12.914 21.747 20.452 15.951 116.479 
21.812 10.036 11.790 13.321 21.850 15.578 15.160 109.547 
8.181 10.608 11.346 19.836 15.789 14.836 96.268 
9.884 20.420 15.149 16.286 97.285 
21.984 18.708 17.139 108.655 
20.982 19.295 16.900 111.901 
21.202 19.832 16.650 123.230 
20.209 18.071 15.764 107.248 
19.014 16.272 14.685 99.706 
17.740 14.182 13.666 90.697 
18.063 14.466 13.669 89.226 
18.174 16.035 15.153 93.624 
17.447 15.366 14.155 95.134 
17.107 14.782 14.600 89.691 
17.264 15.506 15.416 91.549 
16.501 15.107 13.691 96.092 
15.648 14.827 14.252 90.105 
15.871 14.030 14.716 90.613 
13.860 12.015 14.041 83.292 
15.815 11.021 13.233 81.519 
13.602 13.232 13.520 74.317 
13.808 11.642 12.288 72.455 
14.663 11.843 12.522 77.768 
15.021 15.635 12.969 85.227 
16.324 14.834 16.070 91.415 
16.098 15.344 16.617 91.509 
15.533 16.084 16.826 101.910 
17.136 16.644 16.765 99.456 
16.514 15.428 16.919 97.192 
17.986 15.916 17.061 98.312 
19.177 16.649 19.555 105.216 
20.355 17.688 20.335 113.660 
17.233 16.642 18.359 108.174 
20.062 16.426 20.828 119.021 
° \. le 21.173 16.744 22.986 119.168 
1911......... 31.283 9.414 17.473 11.384 19.324 16.6583 22.669 118.130 
25.964 10.715 15.501 11.828 20.449 16.349 21.471 122.277 
21.192 13.090 138.039 10.213 20.634 16.512 21.739 116.319 
21.086 12.979 17.244 10.449 20.834 15.691 21.425 119.708 
26.467 12.184 15.563 10.724 20.902 16.607 22.561 124.958 

5 le 12.166 25.800 21.174 26.799 145.142 
53.918 18.824 26.449 14.225 36.527 32.390 29.617 211.950 
51.420 23.719 24.760 21.929 45.238 30.170 35.849 232.575 
51.728 25.660 26.160 23.342 45.623 25.759 35.435 233.707 
57.170 22.019 28.044 25.521 60.268 31.172 46.220 260.414 
26.578 18.114 18.012 17.268 28.034 23.037 33.795 159.833 
27.022 17.469 20.061 18.437 84.459 21.450 34.855 173,743 
29.854 16.707 19.802 20.036 39.929 23.796 38.687 188.711 
83.523 16.047 20.205 19.419 37.925 22.615 35.851 185.485 
36.059 22.397 21.236 19.916 38.334 21.908 36.049 195.899 
29.717 21.801 21.199 20.163 33.741 22.734 37.159 186.014 















8.239 10.253 
12.594 





82.898 28.591 2 y i 36.64 
“+ 28.34 45 20.070 19.692 -998 80.657 19.926 34.911 
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Dun’s Commodity Price Index 
January i, each year 


Bread- Dairy & Other Cloth- Miscel- 
stuffs. Meat. Garden. Food. ing. Metals. laneous. Total. 
$ $ $ $ $ $ $ $ 


1860, Jan. 
1875, Jan. 


+ 23.652 10.084 14.169 8,978 22.094 26.082 16.572 121.631 
29.076 15.255 21.178 16.240 32.986 27.682 23.056 165.473 
26.048 11.932 17.832 14.546 25.718 22.833 18.669 137.578 
22.955 9.206 14.007 11.873 22.673 25.002 16,963 122.679 
16.342 9, 8.996 18.081 15.065 14.245 96.465 
18.565 8.920 15.030 10.340 15.140 17.330 14.577 99.902 
18.195 8.705 14.670 10.480 15.170 17.360 14.496 99.076 
« 13.765 9.935 14,845 16.240 15.111 90.191 
- 19.725 7.810 16.270 10.215 14,135 15.875 14.217 98,247 
+ 17.700 89.822 
- 15,750 
13.530 
14.311 
11.380 
- 11.729 
13.511 
13.816 
- 13.254 
«+ 14.486 
1902, Jan. 1.. 20.002 
1903, Jan. 1.. 17.104 
1904, Jan. 1.. 17.102 
- 18,278 
1906, Jan. 1.. 16.554 
1907, Jan. 1.. 16.079 
1908, Jan. 1.. 22,254 
1909, Jan. 1.. 21,480 
1910, Jan. 1.. 23.830 
1911, Jan. 1.. 18.010 
1912, Jan. 1.. 23.523 8,920 
-+ 19.883 10.912 17.925 11.073 21,015 17.942 22.082 120.832 
1914, Jan. 1.. 21.961 12.150 20.087 10.950 20.664 16.170 22.546 124.528 
- 25.891 10,705 19.289 10.602 bm 16.163 21.794 124.168 


. ee ee . 
eee 6 we 659 6.0 


— 
oo 
© 
—) 
$s 
q 
S 
L- =] 
F 
Dh ek Pat tak kk Pak ek fat fk Pat fk Pal pak 


a 
oo 
o 
o 
. 
q 
~ 
i~] 
§ 
bt et ed be 
oss 
ee 


1916, Jan. 1.. 27.318 11.494 20.509 11.212 23.420 18.893 24.820 137.660 
1917, Jan, 1.. 36,152 15.020 25.167 12.928 30,082 24.451 25.762 169.562 
1918, Jan. 1.. 54.276 19.292 27.416 18.744 40.880 29.273 32.294 222.175 
1919, Jan. 1.. 48.599 22.192 27.138 23.962 43.194 28.762 36.299 230.146 
1920, Jan. 1.. 48.948 19.955 29.077 24.944 52.778 28.963 42.734 247.394 
1921, Jan, 1.. 32.697 15.240 25.176 20.690 34.108 28.149 42.540 198.600 
1922, Jan, 1.. 23.531 13.850 22.914 17.954 31.591 21.312 33.292 164.444 
1923, Jan, 1.. 29.516 17.276 22.564 19.014 38.154 22.987 36.126 185.637 
1924, Jan, 1.. 29.229 15.868 23.424 20.398 40.755 23.251 37.005 189,930 
1925, Jan. 1.. 41.559 19.683 23.011 19.948 40.205 23.379 34.780 202.565 
1926, Jan. 1.. 34.180 20.255 26.077 20.462 37.166 23.411 35.730 197.281 
1927, Jan. 1.. 29.455 19.418 24.593 20.160 32.471 23.647 38.014 187.758 
1928, Jan. 1.. 32.390 23.480 22.542 19.451 86.039 21.897 87.050 192.849 
1929, Jan. 1.. 32.673 24.620 21.690 19.596 35.658 21.348 36.780 192.365 
1930, Jan. 1.. 33.801 22.622 21. rs 18. ro 83.297 20.943 35.994 186.513 
1931, Jan. 1.. 25.368 19.841 18.071 17.378 27.019 19.351 32.691 159.719 
1932, Jan. 1.. 17.291 15.623 17. 869 16.806 22.989 18.429 31.674 140.681 


“ae Advance After 1914 


With the beginning of the World War com- 
modity prices sky-rocketed. There was some little 
irregularity during the first year, but this did not 
continue long. On January 1, 1918, the beginning of 
the last year of the war, Dun’s Commodity Price In- 
dex stood at $222.178. It further advanced and on 
January 1, 1920, it was $247.394. The high point for 
the entire period was May 1, 1920, when the Index 
was $263.232. Following this there was a very sharp 
decline and in twelve months prices were very much 
lower. So great had been the falling off, that the 
Price Index registered a reduction of nearly 60 
per cent in twelve months. During the past ten 
years there have been further violent changes, with 
marked advances and with another precipitous de- 
cline, from which the country has not as yet recov- 
ered. There were ups and downs from month to 
month, with no especially violent changes between 
1922 and 1929, but the tendency was in the general 
direction of a higher level, until late in 1929. 

In the clothing class, the decline in the two 
years has been fairly large. On January 1, 1930, 
the index for this division was $33.297, and that was 
the highest for these two years. It had not been 
much above that figure during the four years preced- 
ing 1930. On January 1, 1932, the clothing class in- 
dex had declined to $22.989, the lowest point touched 
in many years—in fact it had not been below that 
figure since 1916. The reduction in the past two 
years was equivalent to about 31 per cent. 
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LOWER COMMODITY PRICES LAST YEAR 


Dun’s Commodity Price Index 


Bread- Dairy & Other Cloth- Miscel- 
stuffs. Meat Garden. Food. ing. Metals. laneous. Total 





$ a $ & a g 
1930, Jan. 1.. 83. 4 22.622 21.618 18.238 88.297 20.943 85.994 186.613 
Feb. 1.. 32.608 22.873 21.136 18.447 32.760 20.796 35.806 184.426 
Mar, 1.. 82. 297 22.180 20.0865 18.202 82.015 20.658 35.602 180.989 
Apr. 1.. 81.719 22.086 19.836 18.184 81.668 20.430 85.421 179.294 
May 1.. 80.484 22.084 19.959 18.107 81.447 20.286 85.369 177.736 
June 1.. 30.546 21.243 19.983 17.944 31.265 20.006 35.253 176.240 
July 1.. 28.845 20.070 19.692 17.998 30.657 19.925 34.911 171.598 
Aug. 1.. 29.771 17.999 19.551 17.890 29.795 19.846 34.500 169.352 
Sept. 1.. 81.946 18.874 19.633 17.668 28.807 20.001 33.995 170.924 
Oct. 1.. 28.984 18.984 20.190 17.724 28.487 20.072 33.768 168.209 
Nov. 1.. 27.849 18.634 20.223 17.890 28.109 19.659 33.324 165.188 
Dec, 1.. 27.026 19.057 18.978 17.688 27.703 19.571 32.997 163.020 
1981, Jan. 1.. 26.368 19.841 18.071 17.378 27.019 19.851 32.691 159.719 
Feb. 1.. 25.244 17.670 16.949 17.654 26.702 19.848 32.572 156.039 
Mar. 1.. 24.501 16.749 16.884 17.342 26.498 19.322 32.250 153.546 
Apr. 1.. 24.306 16.196 16.878 17.321 26.465 19.374 31.985 152.626 
May 1.. 23.521 15.673 15.893 17.379 26.168 18.919 31.866 149.419 
June 1.. 22.816 14.841 15.687 16.616 25.507 18.965 31.453 145.885 
July 1.. 24.105 14.836 15.692 16.610 25.934 18.955 31.459 146.591 
Aug. 1.. 22.098 14.571 15.806 16.653 26.868 18.816 31.286 145.598 
Sept. 1.. 19.982 13.983 15.471 16.418 26.091 18.605 31.174 141.724 
Oct. 1.. 17.579 13.592 14.951 16.331 24.454 18.591 30.918 136.416 
Nov. 1.. 19.474 14.596 15.898 16.851 24.176 18.550 30.824 140.369 
Dec, 1.. 18.266 15.483 16.613 16.872 23.003 18.498 81.666 140.401 
1932, Jan. 1.. 17.291 15.623 17.869 16.806 22.989 18.429 31.674 140.681 


The decline in prices during the past two 
years has not been so severe as in the 1920-21 period. 
The high point in the later period was toward the 
close of 1929, when Dun’s Index Number was at 
$192.204 in October of that year. Prior to October, 
1929, it had been be- 
low that point. 
There had been 


Dun’s Commodity Price Index 






during these two years did it become quite so well 
established as it has in the past three months. There 
was a slight check in September, 1930, and also in 
July of last year but it did not continue. 

It will appear that the decline last year was 
mainly in the breadstuffs and clothing divisions. 
This reflects the lower range in prices for wheat, 
corn and other grains, and in cotton, cotton goods, 
woolens, and hides and leather. In the early part of 
1931 somewhat lower prices were shown, but the 
recovery during the last three months was mainly 
in that classification. Dairy and garden products 
also contributed to the recent advance in prices. 
The latter is in part due to a seasonal movement. 
The metal class was lower in practically every 
month last year as well as the other divisions. 

The reduction for the breadstuffs division 
was from $25.368 on January 1, 1931, to $17.291 on 
January 1, this year. This is a decline in twelve 
months of 31.8 per cent. The drop in the breadstuffs 
index has been constant for almost two years. On 
January 1, 1930, the index stood at $33.801. It was 
as high as $35.153 in 1929, at which figure it appeared 
on August 1, of that year. On January 1, 1927, the 
breadstuffs index was $29.425, and the high point 
during 1927 and 1928 
was $42.196 on May 
1, 1928. 
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has been quite mark- 


ed and is indicated in the accompanying diagram. 
The recovery that occurred at the close of 1931 is 
also indicated. While it is slight, at no other period 





was some recovery 
during the last three months of last year, as there 
had been in the Fall months of 1930. The movement 
is a normal seasonal one for that period of the year. 
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BUSINESS DEFAULTS EXCEED ALL RECORDS 


continued from page 24 


above, were all the large classes, such as grocers, 
dealers in clothing, dry goods, shoes, hardware, 
furniture, drugs, jewelers and general stores, and 
for all of them the increase last year was quite large. 


Trading Failures More Numerous 


The grocery division includes various allied 
classes and for a number of years prior to last year, 
a reduction has been shown in the number of de- 
faults in these lines. Such was not the case, how- 
ever, last year, an increase being shown not only in 
the number of failures, but in the indebtedness as 
well. In clothing and furnishings, the figures last 
year were also much heavier. This was equally true 
of the other divisions mentioned above. For hotels 
and restaurants there was a small increase in last 
year’s figures, the number and amount having been 
quite heavy in both years, but the liabilities were 
very large on account of the defaults in a number of 
large enterprises in this line. Insolvencies among 
jewelers increased very largely, and while the 
amount involved was heavy it was considerably be- 
low that of a number of other divisions. For hats, 
furs and gloves, in the trading class, failures were 
less numerous last year and the indebtedness was 
considerably smaller, although these defaults had 
been quite heavy in both preceding years. There 
was also a reduction last year in failures in the paint 
and oil class, in the trading division. 


Some Reduction in Manufacturing Lines 


In three of the fourteen manufacturing classes 
for which separate figures are given, there were 
fewer insolvencies last year than in the preceding 
year, and one of the three divisions referred to is 
the important lumber manufacturing line. For the 
division last mentioned, the reduction in the number 
of defaults is quite large. It may be that this re- 
flects the adverse situation of this line, covering 
the preceding two years, in which failures were 
very heavy. Liabilities in the lumber manufactur- 
ing division last year were large, but were below 
those of the three preceding years. Next to the 
lumber class was the clothing manufacturing line, 
and here there was a large increase in the number of 
defaults last year, although the indebtedness was 
below that of the preceding year. 

An important division also showing an in- 
crease in number of defaults and very much larger 
liabilities last year, was the machinery class. De- 
faults in the iron manufacturing section last year 
were more numerous and a much heavier indebted- 
ness was involved. In the bakery and milling line 
the change was not very much above that of recent 
years in the past, as to the number of failures, or 
the amount involved. In printing and engraving; 
in leather goods, including shoes, in the woolen 
goods industry and in the cotton goods manufactur- 
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ing lines, there were some increases shown, but lia- 
bilities were not especially heavy. In the earthen- 
ware and brick division failures last year were fewer 
in number than in the preceding year, although 
some large defaults added to the amount involved. 


Banking Failures 





























c——Number— -———Liabilities——, 

Sections: 1931 1930 1931 1930 
New England ........ 23 8 $63,237,678 28,678,297 
Middle Atlantic ...... 153 22 355,115,324 16,131,400 
South Atlantic ....... 159 183 112,498,974 132,150,197 
South Central ........ 156 2338 74,358,888 231,056,951 
pe a eae 326 147 434,623,810 86,725,515 
COMGERE WOE. a cccieds 534 306 194,765,908 91,254,007 

WIR dw clare 6 woieie.sx'e 43 24 19,075,908 8,111, 
FOGG soaieccclcceces 46 il 132,877,994 13,049,877 
United States ...... 1,440 934 $1,386,554,484 $907,157,788 


Large Failures Increase in 1931 


The number of large failures that occurred 
last year, as well as the amount of indebtedness in- 
volved, was considerably higher than in any previ- 
ous year. A separate tabulation is prepared of all 
business defaults where the liabilities in each in- 
stance amount to $100,000 or more. There were in 
the year just closed, 1,055 such insolvencies for 
$382,151,031 of liabilities. The remaining 27,230 
other defaults reported in 1931 had a total indebted- 
ness of $354,158,071. The latter included all failures 
for less than $100,000 in each instance, the average 
for each failure being $13,006. For 1930 there were 
947 of the larger failures, involving a total of $364,- 
818,359 of indebtedness, the remaining defaults in 
that year numbering 25,408 with total liabilities of 
$303,465,483. The average for the latter was $11,943. 

It is seen that the 1931 figures were higher 
in every respect—the fact is that they were practi- 
cally the highest on record. Much the same pro- 
portion of large failures occur in each year. In 1931, 
the ratio of the number of large failures to the total 
number reported in that year was 3.8 per cent. Less 
than four per cent of all defaults show liabilities 
amounting to more than fifty per cent (for 1931 it 
was 51.9 per cent). In 1930, the ratio was higher. 
There were some years during the past decade in 
which the indebtedness covered by the larger de- 
faults was below fifty per cent of the total involved, 
but this is usually the case in years in which busi- 
ness failures are not especially heavy. Last year, 
and in 1930 as well, there were many insolvencies 
chronicled and both the number and the amounts 
involved were the largest up to that time. For 
several years, in the early part of the last decade, 
the average amount involved for each of the smaller 
failures was somewhat higher. In 1921, it was above 
the amount shown for 1931, being $13,453. 


Large Manufacturing Defaults 


In the manufacturing division, there were 
471 of the larger defaults, with a total indebtedness 
of $188,598,722. These figures were above those re- 
ported in the preceding six years. Furthermore, the 
number of large manufacturing failures was above 
that reported for any earlier year. Liabilities, how- 
ever, were higher in both 1923 and 1924. 
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A CHANGEABLE YEAR IN THE TEXTILE MARKETS 


Prices Were Very Much Lower and Production at Times 





Greatly Curtailed 


An outstanding feature of the dry goods 
movement in 1931 was the rapidity with which 
steadily declining prices were reflected in retail 
channels. Production ran ahead of distributing re- 
quirements at different times and it led to constant 
pressure to sell in a period when retailers and others 
were pursuing the policy of doing business on as 
lean inventories as possible. Relatively speaking, 
textile sales and production ran above the average 
compared with other commodities, with the possible 
exception of foods, and consumption was undoubt- 
edly stimulated in several divisions by the unusually 
attractive values offered to consumers who had been 
buying for years at war time prices. 

The depression in general trade was so great 
that it was reflected in the demand for some textiles, 
notably those going into mechanical and building 
trades and into the automobile industry. While 
dress materials and domestics sold in a large way, 
measured by units, there was a dearth of orders for 
many cloths that have come into use liberally since 
the automobile industry was established and led to 
large demands for automobile upholstery purposes 
and for garments of types suitable for motoring. 


Demand from Other Trades Reduced 


Dullness in mining, shipping, transportation, 
building, and some other lines requiring duck or 
other heavy cottons, contracted the demand very 
noticeably, and although production in those divi- 
sions of cotton manufacturing was held down from 
40 to 50 per cent throughout the year, it did not 
prevent accumulations of stock to the extent of 
double the volume on hand when the year opened. 
The cheapness of raw materials, notably in silk and 
cotton, stimulated large production with the result 
that while consumers benefited, both merchants and 
manufacturers suffered losses on sales and on in- 
ventory shrinkages. 

Cotton reached a high point of 11.35c. a pound 
for New York spots, and a low of 5.50c. Standard 
print cloths were high at 554c. and low at 3%j4c. At 
many times during the year prices for cloths were 
below the cost of replacement at the time sales were 
being made. This was the more remarkable when 
it is considered that the average stocks on hand were 
283,218,000 yards, monthly, comparing with 421,919,- 
000 in 1930. Average monthly shipments were 238,- 
210,000 yards, comparing with 292,342,000 yards in 
1928, the highest point touched in five ears. As a 
matter of record the profit margin for mills averaged 
less than at any time in eighteen years. 

Fall River mills paid $174,000 or .62 per cent 
on a capital of $27,970,000, compared with 1.97 per 
cent the preceding year. New Bedford mills paid 


1.6 per cent on a capitalization of $40,481,000, com- 
paring with 1.8 per cent on a capital of $43,322,181 
the preceding year. In New Bedford, dividends in 
liquidation of mills now out of business reached 
$1,223,500 on a capital of $4,237,500, while in Fall 
River $400,525 were paid on a capital of $1,900,000. 


Declines in Prices 


The year witnessed a most remarkable decline 
in values of many staple garments in consuming 
channels, due to sales pressure and lower costs. 
Blue chambray work shirts that sold at $1 a 
garment dropped before the year-end to 39c. in 
regular sales. Printed dresses that retailed early 
in the year at $1.25 upward, could be had at the close 
of the year as low as 59c. The dollar overalls for 
workingmen, a pre-war value, was restored. The de- 
clines of many domestics such as sheets and pillow- 
cases was of the most drastic character, heightened 
in many cases by store competition, and in several 
instances standard brands were available at prices 
below any pre-war level on comparable merchandise. 

The Southern cotton manufacturing industry 
passed through the most unsatisfactory year, since 
the business was broadly established in that ter- 
ritory. There was a very material lessening in earn- 
ings and a further elimination of war time reserves. 
Labor troubles in that section were comparatively 
few, yet wage revisions downward were the most 
severe in the history of the business. 


In the Wool Goods Lines 


In the wool goods field the dress goods and 
coating mills did a larger business than in any sea- 
son in five years. They were very busy from Jan- 
uary to June, suffered a lull in July and August, 
while September sales were the largest of any month 
of the year. October sales fell off and the last 
two months of the year were unusually quiet, as the 
Fall season was exceptionally warm over a wide 
area inthe country. Coatings remained active from 
early September up to the first week in November, 
but the demand for them also fell off sharply in the 
last two months. 

In some respects, the men’s wear wool goods 
agents experienced a satisfactory season. For the 
first eight months of the year the mills were very 
busy and a number surpassed sales records for the 
entire previous years in the months of May and 
June. Wool consumption in the first ten months 
was about 30 per cent ahead of 1930. The competi- 
tion for business between manufacturers of clothing 
resulted in the large use of medium and low-priced 
goods. 
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Labor Troubles Terminated 
The most serious labor trouble in the wool 
goods industry occurred at Lawrence, Mass., where 
all of the mills were idle for five weeks in conse- 
quence of a strike against a 10 per cent reduction in 
wages. Some of the mills affected began to remove 


machinery from that center to other plants. The 
strike came to an end without compromise of any 
sort and the mills were resuming operations mod- 
erately toward the close of the year. 

A wool tops exchange was established in New 
York during the year and is being operated in 
co-operation with the New York Cotton Exchange. 
It is designed to trade in futures in wool tops and 
has been quite liberally patronized thus far. Raw 
wool prices were strong in the first three months 
of the year, touched the low point in June, had a 
slight rise in July and August, reversed the move- 
ment of prices to the June basis in September and 
October, and closed the year fairly firm. 


Price Readjustments Accomplished 

A National Wool Week was established to 
direct public attention to wool products and it 
proved quite successful and was observed pretty 
well throughout the country. An outstanding fea- 
ture in the wool goods trade was the very rapid and 
severe price readjustments in the clothing trades. 
Many clothing manufacturers brought prices down 
very close to 1916 levels on the medium lines and 
on the lower priced lines made-up suits were offered 
at retail at as low prices as any that prevailed before 
the war on comparable merchandise. 


Trading in Silks 

Imports of raw silk during 1931 were 10.2 per 
cent larger than in 1930 and deliveries to mills were 
2.2 per cent greater. Prices were the lowest in the 
history of the silk trade, one standard quality drop- 
ping to $1.75 a pound which is fully 35c. under any 
price previously known. 

The yardage sales of broad silks dropped off 
very sharply in October, the sales for the month 
being 19.2 per cent below September and 11.5 per 
cent below the sales of October, 1930. This was 
more than a seasonal decrease. For the first ten 
months of the year, however, yardage sales were 
7.3 per cent higher than in the corresponding period 
of 1930. Stocks when last reported were 7.6 per cent 
higher than on September 30, but 12.2 per cent lower 
than on October 31, 1930. 

Production was large. The forms of doing 
business changed greatly owing to the entrance into 
the trade of many small factors. A series of strikes 
occurred, first in Allentown, Pa., than Paterson, 
N. J., afterwards in Rhode Island and finally in some 
of the Connecticut plants. 


Activity in Rayon 
The rayon year opened with prices irregular. 
On January 9 the largest producer took action to 
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stabilize the market by reducing prices as of Jan- 
uary 1 and guaranteeing the price for ninety days. 
The standard 150 denier, 40-filament, yarn was re- 
duced 25c. a pound to 75c. Quantity discounts were 
made uniform on the basis of %4 per cent per $100,- 
000 up to a maximum of 3 per cent for $600,000 pur- 
chased in a calendar year. On October 1 price 
guarantees were withdrawn. This was followed on 
October 23 by a reduction of prices on fine denier 
yarns, number 75 quoted at $1.35 becoming $1.20, 
and 100 denier, 40-filament, yarn quoted at $1.10 was 
reduced to $1. The announcement of new prices 
was followed by the individual companies begin- 
ning a curtailment of production of from 20 to 30 
per cent and this continued to the end of the year. 
Nitro-cellulose yarns were reduced in keeping with 
the values on viscose types. Acetate yarn prices 
were reduced sharply, due to increased production 
and by the advent of two new rayon companies 
that came into production late in the Fall. 

The rayon waste market was quiet but stocks 
did not accumulate as the trend of production was 
toward finer denier and multifilament yarns that 
limit the amount of usable waste available. Rayon 
straw for millinery purposes sold actively during 
the past two months. Imports of yarns were esti- 
mated at 1,586,000 pounds for 1931, against the 1930 
total of 5,491,000 pounds and the high 1929 total of 
15,361,000 pounds. During the year standard sizes 
were adopted for rayon underwear. Producers also 
joined with retailers to fight against the weighting 
of tubular knit rayon underwear cloths. 

Burlap production was curtailed very sharply 
throughout the year and for the last six months 
averaged not more than 60 per cent of capacity. 
Stocks in this country did not decline much until 
the last quarter of the year when shipments dropped. 


Lower Prices in Floor Coverings 

Prices on floor coverings at the end of the 
year averaged fully 20 per cent below those of a year 
ago. The first half of the year saw a fairly firm 
tone in the market but a diminishing volume of 
sales. The Summer rug markets broke badly at the 
beginning of the retail season. From June to Octo- 
ber buying was very limited and it was about the 
middle of the latter months when the first substan- 
tial reduction was effected on the sheen rugs that 
have been so popular in recent years. The reduc- 
tions did not stimulate new business. In the hard- 
surfaced market linoleum and felt base manufac- 
turers cut prices from 10 to 35 per cent and unlike 
the reaction in the soft-surfaced floor covering trade 
buyers became quite active on linoleums and on some 
grades of felt base goods. Imported floor coverings 
were pressed for sale very steadily and prices broke 
badly. The widespread effect of the price declines 
in Oriental and other foreign rugs was given as one 
cause of the price demoralization in the domestic 
rug field. 
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STEEL INDUSTRY CLOSES WORST YEAR 





IN HISTORY 


Pipe Line Requirements, Structural Awards and Miscellaneous Demands 
Sustain Volume—Scrap Prices at Record Low 


by E. M. Jones 


The steel industry made a poor showing for 
1931, in both production and earnings, with demand 
allowing but little encouragement, and prices reflect- 
ing selling volume close to actual cost. In fact, 
operations resulted in a deficit in many instances. 
From April to October, a steady decline in output 
was noted, the average at no time exceeding 50 per 
cent in the Pittsburgh district. During November 
a slight gain developed, ingot tonnage reaching 
30.01 per cent of capacity, as compared with 27.76 
in October. 

This apparently was a false start, and oper- 
ations for December experienced a decided slump 
of 23.58 per cent of capacity. Ingot production for 
the year totalled 24,900,195 tons and operations 
averaged 37.69 per cent of capacity, against 39,286,- 
287 tons and 63.09 per cent operations in 1930. 


Structurals Sustain Volume 


Percentages are based on rated capacity at the 
close of 1930, as crude steel production facilities 
expanded moderately over the year, with the com- 
pletion of the Great Lakes plant and the expansion 
of some other units. Finishing equipment has been 
steadily enlarging, by reason of modernization and 
the installation of continuous processes; potential 
capacity at this time being estimated at close to 
70,000,000 tons. On this basis, actual finishing 
schedules dropped to a point under 20 per cent 
towards the close of the year. 

Miscellaneous and general steel buying suf- 
fered a considerable shrinkage, becoming at times 
negligible. Substantial projects in pipe-line con- 
struction, structural awards of a public and semi- 
public character, and a fairly active demand in a 
few departments, such as tin plate, contributed 
mainly to the tonnage total, partly retrieving the 
situation. 

Automobile manufacturing throughout the 
year was much behind normal, resulting in a limited 
consumption of incidental materials. Railroad buy- 
ing of rails was less than normal, and purchases in 
the way of replacement and maintenance supplies 
were curtailed to the minimum. For the year, 
statistics show only 13,614 freight cars and 219 pas- 
senger cars built, chiefly during the first half. 

Consumption of sheets and other flat-rolled 
descriptions fluctuated from month to month, sheet 
sales reaching the peak in March at 64 per cent. 
Unfilled sheet tonnages of reporting plants at June 
1 were 296,731, as compared with 461,756 tons at 
the same period of 1930. Sales for November, 1931, 
had dropped to 26.7 per cent, and unfilled orders on 





December 1 to 147,169 tons, representing only 38.2 
per cent of a month’s capacity. 


Record of Unfilled Orders 


Following is the record of unfilled orders of 
the United States Steel Corporation by months for 
the past three years: 


1931 1930 1929 
January .............. 4,132,351 4,468,710 4,109,487 
February ............ 3,965,194 4,479,748 4,144,341 
Ly a 3,995,330 4,570,653 4,410,718 
NEUE, y.ccnscvunieteinn 3,897,729 4,354,220 4,427,763 
NRE Ree 3,620,452 4,059,227 4,034,167 
p Raa 3,479,323 3,968,064 4,256,910 
La Re ee Da 3,404,816 4,022,055 4,088,177 
Pat 0... 3,169,457 3,580,204 3,658,211 
September ........ 3,144,833 3,424,338 3,902,581 
October —........... 3,119,432 3,481,763 4,086,562 
November .......... 2,933,891 3,639,636 4,125,345 
December .......... 2;139,000 3,943,596 4,417,193 


The drop of 198,538 tons over December was 
particularly disappointing as this month, since 1921, 
heretofore had registered an increase, attributed 
mainly to forward contracts being placed. Also, 
production and shipments for the month were at the 
minimum for the year, new business falling behind 
this reduced ratio. 

Shipments of Lake Superior iron ores from 
Lake Erie ports in December totalled 174,885 tons, 
against 137,299 tons in December, 1930. For the 
season, 11,188,153 tons were shipped, compared to 
23,273,204 tons in 1930. 


Prices Weak at Year-End 


Finished steel prices maintained some degree 
of stability until late in the year, though subject to 
revision in differentials and through reclassification. 
Third-quarter quotations were subject to more or 
less shading, and for the first quarter of the new 
year values developed a definite downward trend, 
merchant bars, shapes and plates dropping to $1.50 
and $1.60, Pittsburgh, against the previous nominal 
quotation of $1.65, Pittsburgh. Wire nails in De- 
cember were advanced from $1.90 to $1.95 per keg, 
Pittsburgh. The current price situation, however, 
is spotty, with competitive factors entering at dif- 
ferent points. Bars, shapes and plates at Chicago 
were quoted at $1.70. 

Following shading, sheets have become 
openly quotable at $2 a ton decline, making black 
sheets $2.30 to $2.40, and galvanized sheets $2.80 to 
$2.90. Weakness for months past in semifinished 
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is recognized by a $1 a ton decline, making billets, 
slabs and sheet bars $28. 

Composite prices, as tabulated by The Iron 
Age, on finished steel were 2.121c. per pound on 
December 29, 1930, advancing to 2.142c. in January 
(the high point) and receding to 2.102c., as of June 
26. Based on revised sheet quotations, the figure 
advanced July 2 to 2.137c. By October, 1930, the 
average dropped to 2.116c. per pound, receding fur- 
ther to 2.052c. as of December 29, 1931. This is the 
lowest figure since 1915. 


Upward Turn Expected 


Basic materials have been more or less un- 
settled, though steel scrap reflected signs of 
strength on several occasions. The composite figure 
on pig iron at $14.79 
this month com- 
pares with $15.59, as 
of July, 1931, and 


Daily Steel Ingot Production * 
(High and Low for Each Year) 
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1 heavy melting steel declined during 1931 to the 
lowest on record. The composite price of The Iron 
Age, being an average of this grade of scrap at 
Pittsburgh, Chicago and in eastern Pennsylvania, 
dropped almost without interruption from $11.33 
a ton-in early January to $8.50 in December, the 
lowest figure as far back as the compilation of this 
average goes. Prices on other grades of scrap 
dropped correspondingly. Some grades, in fact, 
virtually had no market value during a part of the 
year, and producers of them in many instances paid 
to have the material trucked away. 


Profits Reduced 


The drop in heavy melting steel from the 
early quotations of 1931 was $2.83, or more than 24 
per cent. The aver- 
age for the year, 
$9.78, was $3.67 
lower than the 1930 
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price in 1931, heavy 
melting scrap was 
just under half of 
the April, 1929, aver- 
age of $17.18, which 
was the peak price 
of the past three 
years. 

Steel compa- 
nies probably used 
less scrap in com- 
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poor prices. 
nace coke, however, 
has shown no great 
spread and was 
quoted throughout the year at a minimum of $2.40 
with the regular figure $2.50 per ton, at oven. 

In view of the current low rate of operations, 
an upward turn is regarded logical, but the scope of 
immediate improvement cannot be predicted with 
confidence. Major consuming interests, construc- 
tion, railroad and automobile requirements must 
apply the greater impetus, while miscellaneous 
needs represent at present but a minimum of normal 
volume. Distribution of the current limited ton- 
nages among all producers is a serious problem, re- 
sulting in the advantage decidedly with the con- 
sumer. Another factor is that of maintaining plant 
organization, working schedules with finishing 
units being difficult to arrange under existing con- 
ditions. 


for the year. 


Scrap Prices at Record Low 


Reflecting the drastically reduced consump- 
tion of scrap by open-hearth furnaces, prices of No. 
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* Based on statistics compiled by the American Iron and Steel Institute. 

In December, 1931, average daily steel ingot production touched the lowest point 
Total output for 1931 was below that reached since 1921 and, with 
the exception of 1914, was under the figures recorded for any year since 1911. 


many of them ac- 
cumulated large 
stocks of pig iron, 
which had to be used up. In a few instances the 
ratio of scrap to pig iron was increased as an econ- 
omy measure. 


Merchandising Methods Revised 


Production of scrap by railroads, the automo- 
bile industry and other usual sources naturally 
slowed up in keeping with reduced use of steel, but 
low production and low consumption balanced each 
other, and there were no shortages in any of the im- 
portant consuming districts. 

Because of the highly competitive conditions 
and scarcity of orders, scrap dealers operated on a 
much smaller profit margin than heretofore. De- 
spite the declining tendency of the market, few 
sales were made which could be covered far enough 
into the future to enable the sellers to take advan- 
tage of the declining prices. Dealers devoted an 
increasing amount of attention to merchandising 
methods and showed more interest in the prepara- 











48 


tion, segregation and classification of the various 
grades. Not many new yards were opened, but 
existing equipment was improved in many instances 
to reduce costs. By means of co-operative efforts, 
the scrap industry was able to strengthen its posi- 
tion with the important consuming and producing 
groups, such as the steel industry, the railroads and 
the automobile industry. 


Iron Output Low 


After falling off nearly 11,000,000 tons in 1930 
from the high record of 1929, pig iron output de- 
clined 13,000,000 tons further in 1931. The total for 
the year probably will be about 18,500,000 tons, in- 
cluding all ferroalloys and charcoal iron, or a little 
above The Iron Age figures published on another 
page of this issue, which cover only coke pig iron 
and ferromanganese. The 1931 output was the 
smallest since 1921, which totalled 16,688,126 tons, 
and, with that year expected, the smallest since 1908. 


Production Peak in April 


Furnaces in blast were reduced in number 
from 95 on January 1, 1931, to 67 on December 1, 
1931. The drop was not continuous, however, as 
early in the year there was a rise in activity, which 
brought the number of active furnaces up to the 
year’s maximum of 116 on April 1. The operating 
rate, which was 51,330 tons a day on January 1, 1931, 
rose to 67,880 tons on April 1, and during the re- 
mainder of the year declined uninterruptedly to 
35,810 tons a day on December 1. 

The year brought abandonment of additional 
absolete blast furnaces, the number of coke furnaces 
on the potentially active list now being estimated 
by The Iron Age at 290. There has been a steady 
decline in recent years in the number of furnaces. 
According to the statistics of the American Iron and 
Steel Institute, there were 422 at the end of the 
war in 1918, and the number changed only slightly 
until 1923, when there were 408, since which time 
there has been a drop every year. 


Merchant Stocks Large 


On December 1, 1930, the furnaces in blast 
were running at an average daily rate of 560 tons, 
against 460 tons a day as recently as 1926. On De- 
cember 1, 1931, however, the rate dropped to 535 
tons a day, but this apparently does not mean that 
the practice of operating the largest furnaces in 
times of dull business has been abandoned; the ex- 
planation is that some furnaces are being run inter- 
mittently, blast being on for a few hours each day, 
thus reducing materially the operating rate through 
the month. 

The pig iron markets during the year were 
characterized by increasing accumulation of mer- 
chant stocks in the face of declining production. 
There was also intensified competition between pro- 
ducing districts. The Iron Age composite price for 
pig iron, which stood at $15.90 early in the year, 












had declined to $14.79 early in December, with only 
one slight intervening movement during April to 
break the drop. Individual sales made quietly to 
large consumers during the year developed prices 
considerably under the quoted levels. As one ex- 
ample, a sale of basic iron was made by a Valley mer- 
chant interest at a price which figured back to only 
$12, furnace. Although this was considered a dis- 
tress sale, it was not more than a dollar under quota- 
tions made on one or two occasions by steel com- 
panies in the Pittsburgh territory which were 
anxious to dispose of surplus stocks of pig iron. 

Prices in nearly all markets generally lacked 
strength throughout the year, the only semblance of 
stability being shown in the Birmingham district 
during the last half. 


Surplus Sold at Cost 


While producers of merchant pig iron, as well 
as steel companies, curtailed production rather 
sharply during the last six months of the year, con- 
sumption declined even more rapidly, and the year 
ended with furnace stocks at a high level. Daily 
production of merchant iron rose to 13,212 tons in 
May, but had declined to 5,753 tons in November, 
and further blowing out and banking of stocks in 
December forecast a further decline in output. In 
most cases steel companies were able to keep their 
stocks lower than merchant producers, but makers 
with by-product coke ovens and gas contracts were 
forced to stay in blast in spite of their accumulating 
yard stocks. 

This led a number of companies to seek to 
dispose of their surplus iron in outside districts at 
prices approximating production cost or less. How- 
ever, consumption reached such a low point in the 
last half of the year that little relief was possible, 
and buyers declined to make forward commitments, 
even at bargain prices. Buyers whose requirements 
were as low as 25 per cent of normal departed from 
their usual custom of placing contracts in advance. 
Most of them were able to get immediate deliveries, 
and thus kept their own stocks at a minimum. 
Some of them also allowed contracts made earlier 
in the year at higher prices to run, and purchased 
their current requirements from other sources at 
lower prices. 


Foreign Iron Competes 


No sustained buying movement of merchant 
iron developed in any district during the entire 
year. In the East, Buffalo iron dominated the com- 
petition for business in the first few months, but 
later eastern Pennsylvania producers were just as 
active. Dutch iron was an important competitive 
factor at seaboard late in the year, and some Indian 
iron was moved in through Philadelphia and Boston. 
In the Pittsburgh and Valley districts production 
was held in check fairly well, with no more than 
one merchant operator in production most of the 
time. 
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BOND PRICES OFF SHARPLY TOWARD END OF 1931 


Unfavorable Character of Foreign News a Depressing Influence 
Heavy Institutional Liquidation Proves Unsettling 


Day to day changes in bond prices were the 
subject of more attentive interest during 1931 than 
they have been in any recent year. In the past 
income securities have generally moved within a 
fairly narrow range and a fluctuation of 2 or 3 
points in the price of an investment bond was re- 
garded as something to be commented upon. In the 
year just closed far wider changes have appeared 
within short periods in the prices of high grade 
bonds while a depreciation of 30 per cent or more 
in speculative issues became quite common. 

It may be said safely that 1931 was one of 
the most eventful years in the history of the bond 
market. With the long continued contraction of 
railroad earning power the legality of many invest- 
ment issues held by savings banks and insurance 
companies all over the country came seriously into 
question. South American government and munic- 
ipal bonds, bought by American investors by the 
hundreds of thousands from 1923 to 1929, defaulted 
in interest payments. Many world powers aban- 
doned the gold standard with unfortunate effect 
upon the prices of their dollar bonds owned in the 
United States. These manifestations of the deepen- 
ing and intensifying of the international depression 
and of worldwide political unsettlement were major 
influences in shaping the course of bond prices 
in 1931. 


Bonds Hold Up Well in First Quarter 


In the first three months of the year bond 
prices reacted to the usual influences and moved 
within narrow limits. Throughout this period there 
was a strong undertone which was due in part to 
the buying of individuals, who were no longer pur- 
chasing stocks in the same quantities as before, in 
part to the operations of savings banks which had 
investable funds and in part to buying by insurance 
companies, which were still selling policies in sub- 
stantial totals. 

Car loadings, steel capacity and other indices 
of trade had shown sustained weekly increases since 
the first of the year. Commercial and banking fail- 
ures were running high but were not yet of alarm- 
ing proportions. There was uncertainty as to 
whether or not the Spring rise in industrial opera- 
tions would carry through but the general feeling 
was optimistic. As the quarter closed had begun 
to develop a feeling of tenseness—a feeling that the 
domestic and foreign situations were unfavorable. 


German Finances Become Involved 


During the months of April and May gold 
withdrawals from the Reichsbank reached such pro- 
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portions as to cause a great deal of concern in the 
financial centers of the world. The great bulk of 
this gold went to the United States and to France, 
both of which already had huge stocks of the metal 
and the movement therefore, tended further to 
emphasize the maldistribution of gold throughout 
the world rather than to restore equilibrium. 

Bond prices in this period were persistently 
weak. German issues of all types naturally led the 
decline. There was also heavy selling of other 
foreign obligations on the theory that Germany 
might not be the only country in a precarious posi- 
tion. During the final days of May and the early 
days of June the pressure became intense with bond 
prices reaching substantially lower levels on several 
successive days. 


Moratorium Proposal Aids Materially 


It was at this point that President Hoover 
suggested to creditor nations that a one-year mora- 
torium be extended to Germany. The effect upon 
bond prices was pronounced and immediate. The 
bond market on June 5, after a day of headlong 
selling, had closed at the lowest levels for several 
years. On the rumor that Germany would be given 
a year of grace prices snapped back sharply and 
continued to rise briskly through the month of 
June. In this interval prices, as measured by Dun’s 
average of fifty bonds, regained practically all of 
the drastic losses of May. 

In the financial circles there was general 
relief from the relentless tension of the preceding 
eight weeks. Bankers and individuals felt that the 
situation had been greatly alleviated by the removal 
of a major irritant and accordingly they not only 
stopped selling income securities at sacrifices but 
they began to buy actively. The appreciable im- 
provement in the bond market resulted from this 
attitude and it lasted until early July. 


Prices Move Lower in Late Summer 


Following the first week of July prices again 
took a downward course which, while slow at first, 
gained momentum during August. By the begin- 
ning of September all but a small fraction of the 
gain resulting from the moratorium proposal had 
been lost. 

Railroad earnings, which had been substan- 
tially below those reported in 1930 ever since the 
first of the year, were causing grave concern over 
the ability of certain carriers to earn all their bond 
interest and over the possibility that the interest on 
many legal issues might fall below the minimum 
requirements. The prices of second grade rails 
were extremely soft and even the legals and other 
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high grades began to feel the effect of steady sell- 
ing. Bonds of the highest type, which had rarely 
fluctuated within a range of more than 3 or 4 points 
a year, were freely offered and sold far below their 
lowest of many years. 

Uniform weakness in Latin American obliga- 
tions was another unsettling factor. There were 
many instances of interest default on dollar bonds 
and revolutions in some countries caused uneasiness 
over the possibility of default in principal. Bonds 
of the type are quite widely held by American 
investors and because of this selling in them at- 
tained large proportions during the year. The 
steady offering of bonds in volume, arising from 
uncertainties as to the future of Latin American 
bonds, acted as an important depressant to the main 
body of income securities. 

Bank closings had, toward the end of August, 
come to be an important item in the daily news. 
Each institution that closed, usually pressed all 
available bonds for sale in the period preceding the 
crisis in an attempt to secure liquidity. There was 
a steady stream of offerings of this kind during the 
final days in August and this constituted a depress- 
ing influence of the first magnitude. 


Foreign News Continues Unfavorable 


Early in September England began to lose 
gold. For several weeks the total of gold exported 
was extremely high in relation to the minimum 
reserve suggested by the Cunliffe Committee, and 
it became a matter of time only before England 
abandoned the gold standard. When the cabinet 
finally took this step its action was in the next few 
days, followed by several other countries whose 
currencies were relatively close to sterling. 

While the gold drain was in progress bond 
prices dropped precipitately. There was a brief 
rally following the gold base action, but it was of 
short duration and the decline was renewed with 
the same intensity as before, and it continued into 
the first week of October without interruption. 

The shrinkage in bond values in September 
was one of the greatest for any similar period in 
the history of the bond market. The discouraging 
character of the foreign news was supplemented by 
a continuance of the wave of bank suspensions and 
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by disappointment at the feeble character of the 
Fall trade revival. The result of this combination 
of unfavorable elements was to cause the liquidation 
of large blocks of bonds for institutional and pri- 
vate account, which was too much for the market to 
absorb. 


Trend Downward Through Final Months 


Early in October the National Credit Cor- 
poration was announced. This had temporarily a 
stimulating effect upon bond prices because it gave 
promise of putting an end to the heavy institutional] 
liquidation which had depressed prices for so long. 
It is noteworthy that this price improvement lasted 
There was also the usual December tax selling, 
forced prices below those prevailing at the time of 
the National Credit Corporation announcement. In 
the period from early November to the middle of 
December bonds were so heavily offered from all 
sources that after a wide discrepancy would appear 
between trades and between the bid and asked on 
less active issues. 

The year-end influences were the same as 
those which had prevailed earlier, intensified and 
magnified by panicky action on the part of investors. 
There was also the usual December tax selling, 
which accounted for a portion of the loss in that 
month, and liquidation resulting from nervousness 
over the Japanese situation and from a new wave 
of bank closings. 


Pressure Lightens Late in December 


With tax selling accomplished in large part 
and with a sharp rebound in the stock market re- 
sulting from a heavily oversold condition, improve- 
ment also took place in bond prices. No new 
influences of a definitely unfavorable nature made 
themselves felt in the final days of December or 
in early January. There was an easing of the irre- 
sistible pressure that had forced prices down for 
so long and in response to this bonds generally 
remained well above the lows of mid-December. 

In the early days of January prices continued 
to fluctuate irregularly awaiting sufficiently power- 
ful influence to shape their future trend. Sentiment 
in January is improved over that of late December 
but an expectant, waiting attitude predominates. 
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PRODUCTION OF PAPER BOXES IN 1931 WELL MAINTAINED 


Industry Harassed by Terrific Price Warfare Which Nearly Has Elimi- 
nated Profits—Demand Strong for All Classes 


The most famous package of history was the 
bale of rugs in which Cleopatra wrapped herself 
to be delivered to the unsuspecting Caesar. The 
Romans developed the package to a surprising per- 
fection of utility; but, the package as it is known 
today is the result of the experimentations of the 
last half century, with the greatest strides made 
during the past decade. 

The new ways a consumer wishes to buy 
and particularly the new convenient places in which 
the consumer buys are causing packing to play a 
large part in today’s merchandising plans. As a 
result, thousands of new packages are coming on 
the market each year, and this tends to keep the 
paper box industry somewhat better employed than 
many others. It is well known that this trade has 
felt the effects of the business recession less than 
most lines of activity. 

Paper boxes, taken in the broad sense to in- 
clude folding boxes, set-up boxes, corrugated and 
solid fiber boxes, cartons and containers, not only 
mean cleanliness and ease of handling in transit and 
on the shelves of warehouses and stores, but they 
speed up sales and save time in weighing and wrap- 
ping. The advertisement on the package and its 
display value in the store and windows have in- 
creased the popularity of paper boxes tremendously 
during the last few years, permitting sales volume 
in 1931 to make a favorable showing with the in- 
dustry’s best years. 

By simplifying inventory and keeping the 
manufacturer’s trade-mark constantly before the 
public, the paper box has become one of the most 
necessary adjuncts to modern manufacturing and 
distributing conduct. Every year there are thous- 
ands of new consumers coming into the market, 
so that the future demand for the paper box can be 
measured only by the limits of potential buying 
power. 


Tonnage Well Maintained 


Some plants producing fancy boxes and shoe 
boxes even went ahead of their unit sales for 1930 
during the past year. The shrinkage of sales vol- 
ume in some branches is attributed to the heavy 
demand for smaller and cheaper boxes. The move- 
ment of boxes to druggists and pharmaceutical 
houses was fairly constant all year. Manufacturers 
are carrying lower inventories of raw materials than 
formerly, chiefly because of a declining market and 
the fact that mill shipments are prompt; their made- 
up stocks are unusually light, due to the lack of 
demand for standard sizes. 

Most of the producing centers now are work- 
ing at a fair rate, with some plants running over- 
time in several departments. The demand at pres- 
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ent is holding up well, because the new uses which 
have been found for paper box containers have 
been sufficiently numerous to take up the slack that 
otherwise would have occurred. 

From the standpoint of available volume, the 
industry, as a whole, is unusually fortunate. Since 
1921, output has had an average growth in tonnage 
of approximately 10 per cent a year, and 1931 came 
close to maintaining this growth, instead of showing 
a marked loss in output, as was the case in most 
industries. This can be illustrated to good ad- 
vantage by the accompanying table which shows 
the average monthly production of corrugated and 
solid fiber boxes, which form but one branch of the 
industry, during the last nine years: 


Corrugated and Solid Fiber Boxes 


(Average Monthly Production) 
Thousands of 


























Year Square Feet 
1931 475,000 
1930 471,599 
1929 495,700 
1928 435,755 
1927 407,823 
1926 394,527 
1925 356,880 
1924 316,286 
1923 288,976 





Price Situation Demoralized 


In spite of this favorable situation, and the 
fact that the product is one of almost universal use, 
is in continuous demand, and without serious com- 
petition from other industries, the price curve has 
been steadily downward for nearly three years. In 
1931, the dollar volume of business declined 10 to 
30 per cent, according to the type of box handled. 
As raw materials were but 5 to 10 per cent cheaper, 
this lowered dollar volume of business was due 
almost entirely to the severe price competition with 
which the trade has been harassed. 

Since 1928, the yearly price averages have 
shown an almost uninterrupted trend to lower 
levels, until now prices are about the lowest in the 
history of the industry. The decline from the peak 
of 1927 has been estimated conservatively at 52 
per cent. During the years of increasing sales and 
production, prices of merchandise advanced in the 
industry. When demand no longer increased 
normally in 1929, efforts were made to increase this 
demand by lowering prices. Lower prices increased 
the tonnage, or the minimum production necessary 
to make a profit. 
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In 1930 and 1931, the demand did not in- 
crease to relieve the pressure, and now the situ- 
ation seems to be fraught with many difficulties, 
because increasing demand in 1932 may not cor- 
rect conditions. Minimum production no longer 
can be increased by the lowering prices, be- 
cause minimum production now is represented 
by capacity operations; as a result, profits in 
most plants have declined to a dividendless level. 

The logical 
solution of such a 


mergers, but invest- 
ment bankers are not 350 


Dollar Value of Paper Box Output 


situation would be (includes folding, set-up, corrugated and solid fiber boxes, cartons and 
containers) which has been 









boxes, cartons and corrugated boxes, and during 
the past year operations have been governed largely 
by booked orders. Manufacturers are carrying 
lower inventories of raw materials than formerly, 
chiefly because of a declining market and of the 
fact that mill shipments are prompt; moreover, their 
made-up stock is usually light, inasmuch as there 
are not many standard sizes, and dimensions are 
likely to change. Factories have not been taxed to 
capacity since early 
in the Fall of 1929, 
andcompetition 


strong here for the 





inclined to promote 
consolidations on r 
account of financial 
conditions and lack 
of profits in the in- 
dustry. Opportu- 
nities for economic 4 
mergers do exist; 
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past several years is 
becoming even more 
keen because of the 
solicitation of local 
business by certain 
outside manufactur- 
ing concerns. 
Business 
from the various 








probably when the 
financial situation 
will have become 
better consolida- 
tions will be ef- 
fected. 

At present, 
there is a movement 
toward the improve- 
ment of equipment 
as well as the build- 
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been variable and, 
while orders contri- 
buted by the foot- 
wear line still are 
subnormal, there has 
been some improve- 
ment in this direc- 
tion. Trade received 
from the baking in- 
dustry is fairly con- 
stant under normal 
conditions; but or- 
ders from manufac- 
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through fabrication white the pumber of units produced in the paper box trade during 1931 was nearly clined appreciably 
. . on a par w e output, the trend toward cheaper grades and the severity o ° 
buying alignment or the continued price competition reduced the dollar volume from 20 to 50 per cent. Since the early part 


integration can the 
economic status of the industry be improved. 


1932 Prospects Good 


Mest plants are making good shipments, and 
orders on hand indicate that the volume during the 
first quarter of 1932 will equal that of the first 
quarter of 1931. There is said to be plenty of busi- 
ness in sight for the year, with demand and prices 
anticipated to remain about the same as they were 
during the close of 1931, at least until the Easter 
season. Notwithstanding the unfavorable price 
competition, the industry, as a whole, is being con- 
ducted along sound economic lines and prospects 
are good for steady progress throughout the ensu- 
ing year. 

Baltimore produces set-up boxes, folding 


of last Fall. 

Manufacturers of chocolate products and 
other confections still are contributing an irregular 
and subnormal business, and most of the department 
store trade is said to be going to outside manufac- 
turers. Miscellaneous feeders continue to buy con- 
servatively, and are disinclined to make sizeable 
forward commitments. This condition appears to 
have been general. 


Exceed 1931 Output 


The volume of paper box sales at Portland, 
Ore., is reported in excess of that of the previous 
year, as there was a steady demand in this district 
all through 1931, with a decided trend toward boxes 
of the cheaper grades. Prices have been under 
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SURVEY OF INDUSTRY—FOURTH QUARTER 


continued from page 14 


of business in the early months of the year there 
seemed in a number of important lines to be sub- 
stantially less work available for both office and 
factory workers. Accordingly many persons in 
these categories were laid off each month of the 
year. In the last quarter readjustments of this kind 
continued and probably gathered some momentum 
from the usual year-end decrease in activity. 

The average used in the survey shows em- 
ployment in the last three months of the year 15.8 
per cent lower than in the same period of the year 
previous. This average makes favorable compari- 
son with those of industrial production and sales. 
It would appear from those figures that the number 
of workers of all classes was not reduced fully in 
proportion to the decrease in business volume. 


Money Market Remains Quiet 


An arithmetic average of the principal classes 
of paper is the basis of the average money rates in 
Chart I. Because of the categories included the 
average reflects both the demand for funds for busi- 
ness purposes and for financial purposes. 

The average of money rates for the fourth 
quarter was only 3.5 per cent below the average for 
the fourth quarter of 1930. The discrepancy be- 
tween this ratio and that for the third quarter— 
about 37 per cent below the rates of the third quarter 
of 1930—is accounted for by the comparative firm- 
ness of rates on all kinds of paper in November 
of 1931. 

Except for this hardening of rates the money 
market for the quarter was without incident. Heavy 
liquidation of security collateral loans tended to 
make funds for this use plentiful while the discour- 
aging outlook for business kept commercial borrow- 
ing at a very low level. The lack of demand kept 
all rates low and the absence of outstanding de- 
velopments prevented any marked fluctuations. 


Prices Improve in Last Quarter 


The average of commodity prices in Chart I 
indicates comparative average prices of Dun’s Index 
Number of Commodity Prices in the last quarter 
of 1931 and the same period of the previous year. 
The detailed movement of the Index Number by 
months from the beginning of 1919 to date is shown 
in Chart III. 

In the fourth quarter of the year prices were 
15.5 per cent below those of the same quarter of the 
year before. This was not as great a decline as 
shown in the previous quarter, which is due to the 
stiffening of prices in October and November. On 
November 1 the Index Number was higher than on 
October 1 by nearly 4 points and this represented 
the first important interruption to the decline for 
nearly two years. 
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Whether or not the firmness of prices in 
October and November indicates permanent im- 
provement we cannot predict. It is, of course, ob- 
vious to all that when we have a firm price structure 
for our business planning we will be in a far more 
advantageous position than we are today. 


Insolvencies Show Favorable Trend 


The last two averages in Chart I show how 
the number of failures of the fourth quarter of 1931 
and the liabilities involved in them compare with 
the same series for the corresponding period of 
1930. The averages are based upon the regular 
weekly and monthly failure reports of R. G. Dun 
& Co. 

The number of failures in the last three 
months of 1931 was 9.5 per cent greater than the 
number which occurred in the fourth quarter of the 
year before. Liabilities involved were 4.5 per cent 
greater in the 1931 period. Normally both the num- 
ber and liabilities of commercial failures are higher 
in the last quarter of the year than in the third 
quarter and it is not surprising for this reason to 
note that there was a gain in number from the third 
to the fourth quarter of 1931 of 24.5 per cent and a 
gain in liabilities amounting to 24.8 per cent. In 
1930, there were 13.1 per cent more failures in the 
fourth than in the third quarter but the liabilities 
of the later period were 43.6 per cent above those of 
the third quarter. 

There was a greater increase in insolvencies 
from the third to the fourth quarters of the year 
just passed than was the case in 1930 but the gain 
in liabilities was by no means as great. The fact 
that number and liabilities showed proportionate 
gains from the third to the fourth quarters would 
indicate that for the last six months there has not 
been any marked change in the size of the average 
failure. The sharp increase in liabilities from the 
third to the final quarter of 1930 points to the fact 
that the average failure in the later period was sub- 
stantially greater than the average failure of the 
third quarter. 

The fact that the effect of deflation upon in- 
dividual business concerns was no more severe in 
the last three months of 1931 than in the third 
quarter in contrast to very much greater severity 
in 1930 may indicate that the most drastic read- 
justment period has been passed. Whether or not 
this actually turns out to be the case it is heartening 
to know that in this division of vital business statis- 
tics the closing months of 1931 made a very favor- 
able comparison with the corresponding period of 
1930. 

Necessity Sales Decline Slightly 


Chart II presents a comparison between the 
sales averages of 25 industries for the fourth quarter 
of 1931 and the fourth quarter of 1930. Weighted 
averages of the reports of these industries were used 
as the basis for the industrial averages in Chart I. 
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It is significant that for the last quarter of 
1931, as for the previous quarters, the industries 
which compared most favorably with the corre- 
sponding period of the year before were those deal- 
ing in essential goods. The decline in the sale of 
meats was only 2 per cent. Chain stores and con- 
cerns selling food products reported decreases of 
only 4 per cent and 5 per cent, respectively, from 
the same period of 1930. The sales of department 
stores and those of concerns handling tobacco prod- 
ucts both averaged 12 per cent below the figures 
of -1930. 

Apparently, although price deflation has af- 
fected the earnings of concerns dealing in the com- 
mon necessities and decreased industrial activity 
has reduced consumer purchasing through its effect 
upon employment and rates of pay, the average 
individual is still able to purchase necessary goods 
in only slightly smaller volume than he was able to 
a year ago. This is a very encouraging phase of the 
present industrial situation since it indicates that in 
spite of the many painful readjustments effected by 
industry within the last two years consumers are 
still buying in good volume and that the present 
level, long held in the face of adverse conditions, 
will probably be maintained. 


Manufacturing Lines Feel Deflation 


Automobile accessory sales were sharply 
lower than in the previous quarter. The same was 
true of office equipment, railroad equipment and 
steel products. There was relatively little business 
done in copper, aircraft, electrical equipment and 
miscellaneous machinery, all of which showed sub- 
stantial contraction in last-quarter sales. Other 
heavy manufacturing industries and those produc- 
ing luxuries and semi-luxuries had similar records. 

Those of the heavy industries which turn out 
producers’ goods are handicapped in a period such 
as the present by reason of the relatively large 
amount of unused productive capacity. Most of the 
customers of these industries find themselves with 
equipment which would enable them to handle with- 
out difficulty a far greater volume of business than 
is now available to them. These concerns are out of 
the market for additional productive machinery as 
the utilization or disposition of the equipment now 
on hand is a real problem to them. 

During the downward swing of the business 
cycle the sales of luxury products always suffer for 
obvious reasons. The activity of the amusement 
industry which was well maintained for the greater 
part of 1930 is a case in point since it succumbed to 
the general deflationary tendencies in 1931. The 
sales of radios and cars were also substantially 
lower in the latter part of 1931 than they had been 
in corresponding periods of the year before. Re- 
stricted buying of some of the more elaborate and 
costly pieces of household equipment served to re- 
duce the sales average for the entire industry. 





Industrial Activity Recedes Further 


Chart V shows the course of the Index of 
Industrial Activity from the beginning of 1925 to 
the end of 1931. The actual figures are plotted in 
the solid line. The broken line which accompanies 
it is a six months’ moving average showing the trend 
for the period with the sharp seasonal peaks elimi- 
nated. The index is based upon pig iron produc- 
tion, building contracts, bank clearings outside of 
New York City, electric power production and 
bituminous coal production. The average of the 
twelve months of 1925 is taken as 100 per cent. 
Chart IV gives a vertical comparison of the index 
for the four years from 1928 to 1931. 

Industrial activity normally rises in response 
to seasonal influences at certain seasons of the year. 
A gain usually takes place in March and another of 
smaller proportion, in October. From the October 
peak activity generally recedes steadily until the 
end of the year. The customary course was fol- 
lowed in 1931 but the extent of the declines ex- 
ceeded that of the revivals. The Spring rise in 
1931 compared favorably with those of other years 
of the recent past, but in the recession which fol- 
lowed and lasted until September far more ground 
was lost than in any recent year except 1930. The 
Fall spurt in activity was of modest proportions and 
after October the trend of activity was steadily 
downward to the year-end. 

The curtailment of operations which con- 
tinued throughout the year brought industrial activ- 
ity in the final quarter to a level far lower than in 
any recent year. The continuous retrenchment was 
forced by the deflation in values and contraction of 
markets which were depressing forces during the 
entire twelve months. Considering that deflation of 
the industrial structure began late in 1929 and con- 
tinued throughout 1930 and 1931 it is obvious that 
a sufficient length of time has elapsed to permit of 
sweeping readjustments. While we cannot say defi- 
nitely that all necessary correction has now been 
accomplished we can feel that there is now a firmer 
basis for a broad industrial revival than there has 
been at any time in the past two years. 


Business Research Stimulated 


r Probably one of the greatest benefits to re- 
sult from the long continuance of adverse business 
conditions has been the impetus they have given to 
responsibly conducted research into vital business 
questions. Business men today are keenly alert to 
changing trends of demand. They are ready on the 
instant to alter schedules and to shape plans to fit 
a new situation. But many of them wonder whether 
there isn’t some means of anticipating the trends 
and tendencies which affect them and feel that those 
organizations which are equipped to do so should 
set up research laboratories to deal in a practical 
way with the every-day problems of business. 

continued on page 57 
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EXCEPTIONAL CONDITIONS IN HIDES AND LEATHER 


The Markets Disturbed During 1931 by Several Major Conflicting 
Influences—Prices Fluctuated to Generally Lower Levels 


by Frank O. Pratt 


The year 1931 in the leather industry was 
without parallel so far as the memory of the present 
generation, or of the few merchants in that line 
who have been engaged in the business for half a 
century or more, goes back. Losses have been heavy 
and the effects of the general depression were such 
that the resourcefulness of the most able merchants 
and manufacturers were required to hold up against 
the trend of affairs. Tanners, after passing through 
the trying period of 1930, were hopeful that 1931 
would show some improvement, but in retrospect, 
1930 appeared quite good as compared with 1931. 

In the past experiences, leather values had 
been largely influenced by hide prices, but during 
the last year shoe values have made the leather mar- 
ket. There was a single period of less than two 
months when hides appeared to be again in control 
of the market, but the results of this were most 
disastrous for all concerned. 


An Upturn in Midsummer 


This one period of an upturn in the market, 
which was the only time during the year when con- 
ditions had the appearance of brightening, occurred 
during late June and July. Hide prices reached 
their highest levels and leather buyers operated 
with considerable freedom. Shoe manufacturers 
and other users of leather contracted for supplies 
anywhere from one to three months ahead, and tan- 
ners named some substantial increases in prices. 

Some large manufacturers even sent out 
notices to their salesmen and customers, stating 
that if the advance in hides and leather held, shoe 
prices would be increased. It was widely published 
that shoes and leather were showing other indus- 
tries the way out of the depression. There were, 
however, some sceptics who insisted that hides 
could not hold in the face of continuous declines in 
practically all other commodities. This was later 
proven correct and when the break came conditions 
were worse than ever. 


Values on Upper Leather Declined 


Values on most varieties of upper leather in 
late 1931, and especially on calf and kid, reached 
the lowest points ever recorded in trade annals. 
- Sole leather was relatively better than upper stock. 
One feature of the situation as regards the kinds of 
leather made out of cattle hides, is that since No- 
vember 1 at least 90 per cent or more of the tanners 
who had previously reduced their outputs mate- 
rially, were forced to curtail production even more 
extensively on account of their refusal to buy hides 
and pay 4 per cent for acertain trim. This enforced 
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curtailment will naturally be felt when there is a 
revival of demand for leather. 


Hide Prices Lower 


Hides, a cash product, and always reflective 
of general conditions, naturally responded very un- 
favorably to the deplorable financial and industrial 
conditions that marked the year 1931. Prices from 
the commencement of the year, even then considered 
exceptionally low on the average, rarely did any- 
thing but sag, so that at the close of 1931 showed a 
decline of about 25 per cent on the average. As 
compared with rates that ruled in November, 1929, 
the drop was as much as 40 per cent or more for 
some leading descriptions of packer and River 
Plate frigorifico hides. However, the general down- 
ward course of the market was interrupted by some 
abortive upward fluctuations, but these were mostly 
short lived. A weak and sagging market prevailed 
up to the end of February, when domestic packer 
light native cows reached a level of 6%4c. This was 
a low point of the market since April, 1921. 


The Market Turns Sharply 


Tanners then started buying in a clearance 
way. Values immediately responded and were 
firmer. In a month prices were up about 3c. a 
pound, although tanners on purchases for actual con- 
sumption did not pay up to 9%c. for light cows. 
Part of the advance was speculative, caused by deal- 
ings on the Hide Exchange futures market. Until 
the: middle of May, the market moved irregularly 
within narrow fluctuations. An easy undertone 
generally ruled. The middle of June witnessed the 
major spurt of the year. Advances came in quick 
succession with a runup on light cows from around 
an average of 814c., to as high as 12%4c. Again, how- 
ever, it was not the tanners who paid the final ad- 
vance, but the speculators. For a time, the increase 
looked to have a real foundation. Throughout the 
entire year, supplies were kept closely absorbed and 
with this statistical picture in mind, the June-July 
price “bulge” in hides carried influence into the 
leather market. This movement, however, was 
short-lived and from the latter part of July on 
through to the end of the year, there was a bearish 
reaction with a vengeance. The declines came thick 
and fast at times, and owing to Exchange specula- 
tion again, gathering more momentum. With the 
closing months of the year sentiment in every de- 
partment was very bearish. The close showed light 
native cows down to the low point of late February, 
6%4c., but considering quality for season, the market 
was actually lower than in February. There were 
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minor fluctuations during the last four months 
caused principally by controversy arising over buy- 
ing terms. 

Controversy on Terms 


Tanners for some time back had desired to 
correct what they considered poor buying terms 
that had prevailed with the large packers for a 
number of years. In July the majority of requests 
they made, and the principal one, that of having an 
allowance for grubs the year round for all selec- 
tions, instead of during only a portion of the year, 
were granted by the packers, but a question of 
packers’ waiving the adding of 4 per cent to in- 
voices for trimming hides, was held in reserve. 
Tanners had originally, to have hides trimmed, 
granted packers this 4 per cent addition, but tired 
of paying it. In the early Fall, tanners notified 
packers that on and after November 1 they would 
buy no hides unless this trim charge was eliminated, 
which resulted practically in an entire stoppage of 
trading in big packer hides. General industrial and 
financial conditions favored the tanners in sticking 
to their position. 


Buying at the River Plate 


This caused much uncertainty as to just 
where prices stood and how matters would find ad- 
justment when normal trading relations were finally 
resumed. The disagreement carried influence into 
other markets. One by one the smaller packers, who 
trimmed their hides, fell in line to sell tanners on 
their buying terms. Late December, United States 
tanners took advantage of the low market at the 
River Plate for frigorifico steers, to buy to some ex- 
tent there, in partial protection of reserves. 

Looking back, it can be seen that the tanners 
anticipated well as they were heavy buyers up to 
the close of October, and fortified themselves for a 
long siege. As noted above, outside conditions 
favored them and they benefited their statistical 
position on leather by drastically further curtailing 
soakings in. The terms disagreement gave them the 
best excuse for this as otherwise there might have 
been temptation to keep up larger hide reserves in 
the face of unsatisfactory economic conditions. 
Tanners sought other lines of raw stock than big 
packers, and supplies of country hides were kept 
closely sold up. The latter, relatively, ruled firmer 
than packer hide¢ which condition prevailed at 
most times throughout the year. 


Import Movement Small 


As during the last half of 1929, imports of 
leather raw stock through all of 1931 were com- 
paratively very small. Under drastic curtailment, 
domestic sources of supply were fully sufficient to 
take care of wants and leather reserves were drawn 
upon to fill better shoemaking requirements, that 
were in contrast to most other lines of industry. 

The statistical position of hides showed up 






very well right through to November, when the 
terms disagreement caused the piling up of big 
packer hides. However, if anything, other domes- 
tic hides were the more closely cleaned up on ac- 
count of this. 

The calf and kip skin markets were, if any- 
thing, less satisfactory than heavier raw stock, be- 
cause conditions in the lines of leather made from 
calf dictated this. Some figured calfskins averaged 
proportionately lower than hides throughout the 
year, and certainly they were so in relation to kip, 
the heavier end, as for the greater portion of the 
year calf and kip prices remained much on a parity. 


Output of Footwear 


The year 1931 in footwear started under ad- 
verse conditions. Production, from a fair quantity 
in August and September, 1930, something over 
28,000,000 for August and 29,000,000 pairs for Sep- 
tember, fell away very rapidly down to 18,500,000 
in November and to 17,500,000 by December, the 
lowest point for any month in many years. How- 
ever, starting with January, 1931, there was an in- 
crease in production with a steady gain each month 
throughout the Spring. Totals issued for the first 
four months of the year, not only showed a big gain 
over the closing four months of 1930 but an increase 
over the first four months of 1929 when trading had 
not been subject to the economic depression. 

From the viewpoint of volume of sales, and 
taking into consideration the worldwide economic 
situation, conditions in footwear during 1931 were 
very satisfactory and exceptional when compared 
with most other lines of manufactured products. 
However, this relative exceptional trading was co- 
incident with material pressure on prices. The de- 
mand throughout all of the year was for practically 
nothing but cheap to still cheaper shoes. Reports 
toward the close of the year, concerning some of the 
largest manufacturers, brought out this point, in- 
asmuch as while volume of sales of units, or pairs, 
was greater in 1930 than the previous year, returns 
in dollars and cents were somewhat less. It was said 
that as 1931 closed, prices of footwear were down to 
a lower basis than during the present century and 
were hovering around the levels of the “Nineties.” 
There were then two salient points of the footwear 
market for 1931—volume of business, in contrast to 
other lines of industry, and extremely low prices 
compared with many former years. 

The demand during 1931 running as it did, to 
practically nothing but lowest cost merchandise, 
which gathered momentum with the passing months, 
naturally caused very unsatisfactory conditions to 
prevail with the producers of high-class goods, 
such as women’s wear. 

It was reported that the biggest producers, 
notably the tanning-shoe manufacturers with their 
large organization, buying power, etc., reaped chief 
benefit from the conditions that prevailed and were 
in a position to give rather better quality, at a price. 
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SURVEY OF INDUSTRY—FOURTH QUARTER 


continued from page 54 


It is altogether possible that in the years to 
come economic and statistical laboratories will 
throw sufficient light upon underlying principles of 
business operation that the average business man 
will take their reports into consideration in his 
planning. There may be a tendency to claim too 
much for the research work but it is difficult to 
define the limits of practical and theoretical value. 
One feature of the question is fairly obvious: that 
concerted and well-directed effort in business re- 
search can be beneficial. 


Summary 


The results of the survey indicate that indus- 
trial production in the last quarter of 1931 averaged 
28.4 per cent less than in the corresponding period 
of 1930 and that sales in the final three months of 
1931 were 27.3 per cent lower than the sales of the 
last quarter of 1930. These declines are both 
slightly greater than those shown in the third 
quarter but their relationship to one another is little 
altered. It is a significant fact that in both the 
third and fourth quarters of 1931 averages from a 
representative cross-section of industry showed a 
perceptibly greater contraction in production than 
in sales. 

The status of inventories is a vital element in 
any industrial survey because of the progress or 
lack of it that they may reveal. Because of their 
great importance it is encouraging to observe that 
inventories showed further reduction in the final 
three months of 1391 in keeping with the prevailing 
business trend during that time. 

Industrial salary scales and industrial wages 
of the fourth quarter were lower by 11.7 per cent 
and 8.9 per cent than in the same quarter of 1930. 
Employment was 15.8 per cent below the level of 
the last quarter of the year before. These declines 
do not seem unduly drastic when they are compared 
with industrial production and sales, both of which 
indicate far greater contraction. The commodity 
price decline of 15.5 per cent is about equal to the 
drop in employment but is considerably greater 
than the reductions in wage and salary scales. 

There was a greater increase in insolvencies 
from the third to the fourth quarters of the year 
just passed than occurred in 1930 but the gain in 
liabilities was by no means as great. The fact that 
number and liabilities showed proportionate gains 
from the third to the fourth quarters would indicate 
that for the last six months there has not been any 
marked change in the size of the average failure in 
contrast to the situation prevailing in the year be- 
fore. The fact that the effect of deflation upon in- 
dividual business concerns was not intensified in 
the final quarter of this year as it was last year may 
indicate that the most drastic readjustment period 
has passed. 
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PRIMARY DRY GOOD MARKETS 


continued from page 35 


Sales of print cloths exceeded half a million 
pieces. Broadcloths are firm. More shade cloths 
sold. Some sizeable purchases of brown sheetings 
for wholesaling were made. 


Percales are beginning to move more freely 
and other wash fabrics are being bought more liber- 
ally for early shipment to retailers. Mesh and 
coarse open weaves, piques in many weaves, fancy 
tuck sheer weaves, and more yarn-dyed sheer fabrics 
are called for in Spring lines. 


An agreement has been arrived at with the 
Bureau of Standards whereby blankets not all wool 
will not be labelled as wool, and part wool labels 
may not be used unless blankets have from 5 to 25 
per cent woolinthem. The new agreement becomes 
effective in the trade on December 31, 1932. 


Cables from India continue to tell of appre- 
hension that burlap production may be interfered 
with unless an early settlement is arrived at in the 
political complications there. Prices here have been 
firmer. 


New types of soft surface floor coverings are 
to be shown to the trade from some agencies after 
February 1. Carpet manufacturers are noting a 
trend back to wilton rugs. This is regarded as a na- 
tural trend as this type is called the most serviceable 
made. 


Finishers of textile fabrics are advancing 
prices for their service. Percale and drapery print- 
ing have already been advanced and substantial re- 
visions are announced to take place beginning Feb- 
ruary 1. Thus far the advances have not restored a 
profitable basis for work in some plants. 


INTERNATIONAL MONEY MARKETS 
continued from page 29 


The latter level prevailed until the year-end, and, 
of course, it dominated the open market rates as 
well, causing corresponding rises. Call money on 
the New York Stock Exchange moved up to 3% 
per cent early in January, this year, but settled 
subsequently to the current level of 234 per cent. 

Although the credit crisis is now well on its 
way toward history, some of its effects still are 
evident in the United States. Hoarding of currency 
reached unusual proportions while the incident was 
in progress and in consequence outstanding cur- 
rency gained almost $1,000,000,000 by the year-end, 
as compared with the end of 1930. Current state- 
ments of the Federal Reserve show, however, that 
the money is gradually returning to the banks, so 
that the last ill effects of the crisis may soon be a 
thing of the past, so far as monetary indicators are 
concerned. 
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SURVEY OF PAPER BOX TRADE 


continued from page 52 


severe pressure for more than two years, with no 
relief in sight in the near future. 

There seems to be plenty of business available 
for the ensuing year, but it is necessary to meet 
severe competition, and to figure prices closer than 
ever. No new plants are projected, but some paper- 
making concerns are increasing facilities for turn- 
ing paper into cartons, fruit containers and egg 
crates, and thus are encroaching on the field of paper 
box manufacturers. 

The detailed reports of a few of the cities 
included in the survey follow: 


ALBANY The last quarter of 1931 showed 
practically no improvement over earlier periods of 
the year, and manufacturers report a decline in sales 
of 20 to 25 per cent over those of 1930. Prevailing 
prices, which are at a low point, are believed to have 
about reached bottom. The immediate outlook is 
for a restricted volume, as consumers are providing 
for just their current needs. Collections are re- 
ported somewhat slow. 


BOSTON Manufacturers of fancy boxes, 
particularly for the candy trade, had a more favor- 
able business than the general lines, and sales were 
close to last year’s records. Manufacturers selling 
a general line were off about 15 per cent in sales. 
Shoe manufacturers used in volume about as many 
boxes as during the year previous, but prices were 
off from 5 to 10 per cent. 

Wholesalers of paper box-board find sales at 
present quiet, with a light in-between season de- 
mand. Prices are about 10 per cent lower. Most 
manufacturers expect about the same or slightly 
less business during the coming months. Collec- 
tions are slow. 


BUFFALO This district, as a producing 
center, has been operating at nearly full capacity, 
with plants working overtime in some departments. 
The unit volume has been fully as good as that dur- 
ing 1930, but the dollar volume has fallen off from 
10 to 30 per cent, according to the line and grade 
being handled. Raw materials are down only about 
5 to 10 per cent. The lower dollar volume of busi- 
ness of from 10 to 30 per cent in different lines is 
due largely to price competition. Prices averaged 
about 20 per cent below the 1930 figures. 

Plants report making good shipments, and 
that orders on hand indicate that the first quarter 
of 1932 will equal the first quarter of 1931. The 
first quarter of any year, however, generally is much 
below the balance of the year, as shipments in Jan- 
uary and February are ordinarily small in volume. 
The unit volume during 1931 was fully as large as 
that of 1930. 

There is said to be plenty of business in sight 
for 1932, with demand, supply and prices anticipated 





to remain about the same as they were at the close 
of 1931. Notwithstanding the price competition 
mentioned, the industry, as a whole, is being con- 
ducted along sound economic lines, and prospects 
are good for a steady production throughout the 
year. Demand thus far in January has been of en- 
couraging proportions, and wholesalers expect that 
the force of Easter packing requirements will be 
felt soon, owing to the early date of that holiday 
on this year’s calendar. 


CINCINNATI Production of set-up boxes 
for seasonal requirements increased materially dur- 
ing November and December last. A considerable 
portion was absorbed by department stores, to be 
used for gift purposes. Early buying was deferred 
but a substantial number of belated orders were 
received in time to sustain the volume in propor- 
tions that compared favorably with sales of the 
preceding year. Since the turn of the year, the 
number of additional orders obtained for new lines 
has been gratifying. Moreover, an increased num- 
ber of inquiries from diversified sources has added 
a feeling of confidence. 

The folding-box division apparently is in a 
less favorable position, although the uses for this 
class of boxes are varied. Average consumption has 
not been normal, and prices of box-board and other 
raw materials have declined to rock-bottom levels. 


DALLAS The general economic conditions 
have affected materially the paper box industry, as 
a whole. The general volume is off about 30 per 
cent, compared with that of the previous year. In 
some quarters, the tonnage for 1931 has held up well 
with the total of 1930, but the dollar value has been 
lowered. 

Prices are from 20 to 25 per cent lower than 
formerly. The basic materials used are regarded 
as being produced at below cost price, and while no 
immediate change is expected, the general opinion 
is that prices should show an upward trend during 
the coming year, otherwise the industry, as a whole, 
will continue to suffer. 

Volume in holiday boxes stood up better than 
anticipated, in some instances. Observers generally 
agree that 1932 should at least hold its own with 
1931, and if conditions take an upturn, this, with the 
stiffening of prices anticipated, would assist the 
industry greatly. 


DETROIT The paper box trade in Michigan 
was subject to erratic fluctuations during the last 
quarter of 1931, culminating in a production decline 
of 30 per cent attended by lower prices, and dimin- 
ished profit to manufacturers. The new year 
promises better things in this industry than 1931 
developed. Trade observers expect price increases 
of from 5 to 10 per cent, with an equal increase in 
production. The year 1931 was 30 per cent under 
1930 in production. Prospects appear brighter 
for 1932. 
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The mixed quality of business news at this 
time is such that a statement as to whether the reces- 
sion in activity is greater or less than seasonal can- 
not be made without qualifications which render its 
value unconvincing until business for 1932 strikes 


its expected stride of improvement. Certain basic 
prices continue to decline in the primary pulp mar- 
kets, though they are beginning to show a stiffen- 
ing trend. 


INDIANAPOLIS The dollar volume of sales 
for 1931 in the entire paper box industry, corru- 
gated, solid fiber, folding and set-up boxes, was 
fully 20 per cent less than it was in the previous 
year, but the actual production in square feet of 
material, was as large as the 1930 output. 

Since 1927, the yearly price averages have 
shown a steady decline, until now prices are about 
the lowest in the history of the industry, the decline 
from the peak of 1927 having been 52 per cent. The 
demand at the present time is holding up very well, 
because new uses have been found for paper box 
containers, which have been sufficient to take up the 
slack that otherwise would have occurred. 

No material change in prices of raw material 
or the finished product is anticipated. It is felt that 
the future price trend will move with general con- 
ditions. 


KANSAS CITY Manufacturers of set-up 


boxes report that dollar volume and tonnage the past 
year was less than that for the year previous. Fold- 
ing-box manufacturers report about the same con- 
dition, except that it is believed that their volume 
has been lessened more than the other division, 
because of the new competition of transparent wrap- 
pers used in the place of boxes by some parts of the 
trade. 

In view of the general level of most lines of 
business using these products, no particular change 
in the industry is expected during the next few 
months. General conditions seem to be considered 
as favorable as could be expected. Collections are 
reported as satisfactory. 


NEW HAVEN 1 The paper box trade in this 
district showed a continued drop in volume during 


1931, as compared with the record of 1930. Reports 
of reduction on a tonnage basis are from 7 to 15 per 
cent, but, due to lower prices, reductions in dollar 
volume run as high as 33% per cent. Net profits 
have been seriously cut with all houses. 

No improvement of consequence is looked for 
in the immediate future; while there are no indica- 
tions of any definite price trend in either direction, 
the consensus of opinion seems to be that no im- 
mediate increase will appear. 


RICHMOND Production and sales among 
folding-box manufacturers are off 25 per cent, as 
compared with the totals of a year ago, and 50 per 
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cent of normal; the decrease in volume in the “small 
fine” division of the industry amounts to 15 per cent. 
Prices throughout the line show an average decline 
from those of a year ago of 10 per cent, and continue 
weak. Supplies of all raw materials are abundant 
and quickly obtainable, resulting in smaller in- 
ventories. 

Increased demand for smaller and cheaper 
packages has, to some extent, accentuated shrinkage 
in sales volume, while increased intensity of com- 
petition has reduced profits seriously. No factors 
indicating an early improvement are in evidence. 
Collections are below normal, but are generally 
classed as satisfactory. 


ROCHESTER Production in units during 
1931 equalled the total of 1930. Sales of finished 
products declined 20 per cent during the past year. 
Prices of raw materials were slightly below the 1930 
level. Raw material and finished goods inventories 
are considerably below those of 1930. Demand for 
finished goods was 20 per cent below that of 1930. 
Shoe-box business equalled 1930 in volume, but 
candy-box business was 20 per cent below last year’s. 

Manufacturing concerns that have clever 
merchandising ideas to offer expect to find 1932 equal 
to 1931 in gross sales volume. Manufacturers of 
this line must be more than manufacturers to make 
money during 1932; they must give careful atten- 
tion to the design of containers that attract 
customers. 


SYRACUSE Local manufacturers report a 
general decrease in volume, compared with that of 
1930, of about 20 per cent. This has been accom- 
panied by a similar decrease in prices. The latter, 
on the average, have been rather unsteady on the 
downward trend, caused principally by liquidation 
and price cutting. 

Inventories generally are small. Collections 
continue to be reported a little slow. January orders 
are coming in fairly well, and compare nicely with 
those of a year ago. 


TOLEDO There has been a decrease of 14 
to 20 per cent in the production of boxes in this dis- 
trict. Prices are 15 to 20 per cent lower than they 
were six months ago. Sales have averaged a de- 
crease of 10 to 15 per cent. 

No change in prices is expected for the next 
five to six months. The outlook is better than for 
the past year of so, with possible advances in prices 
after July 1. 


WORCESTER Sales in this line have de- 
creased probably 10 to 15 per cent, in comparison to 
the total at this time last year, and there has been 
a tendency to postpone orders. Business has held 
up reasonably well. Prices have declined slightly, 
and there has been more or less price-cutting. 
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FAVORABLE TRENDS PREDOMINATE IN CANADIAN TRADE 


Strength of Financial Position and Development of International Economic 
Relations Encourage Outlook for 1932 Recovery 


by B. Thomas Royce 


Canada enters the new year with far greater 
hope and courage than were in evidence at the be- 
ginning of 1931. In nearly all branches of commerce 
and industry, plans are getting under way for in- 
creased activity, and the future is being viewed with 
such a marked degree of cheerfulness that it must 
soon develop into a feeling of general confidence. 

For, in many respects, Canada is in an envia- 
ble position, and one of which few countries can 
boast. Although many of the industrial indices 
actually are lower than at this time last year, the 
downward trend generally is slowing up somewhat. 
In many cases, an upward movement is being traced. 
The strength of the Canadian banking system has 
been proved by the fact that not a single bank in the 
Dominion was obliged to close its doors to deposi- 
tors in 1931. 

The volume of retail sales was unusually sta- 
ble all year, the decrease in dollar volume having 
been accounted for almost entirely by the decline in 
prices. The decline in the price of agricultural 
products was particularly severe, and the difficult 
situation created by these conditions was accentu- 
ated further by the drought in Western Canada. 
The Dominion has been fortunate in maintaining 
its production and general business activities at fair 
levels, when other countries have been faced with 
conditions of the greatest difficulty. For, Canada 
did not go in for the mass production and conse- 
quent extreme expansion that characterized the 
boom years in the United States. Unemployment 
and its accompanying hardships have been felt less 
in Canada than in most countries. 


Trade Balance Improved 


An unfavorable balance of trade of $108,000,- 
000 was shown for the first eleven months of 1930. 
For the same period of 1931, the unfavorable balance 
was only $36,000,000. Since June, Canada’s domes- 
tic exports have exceeded its imports. The cam- 
paign to get Canadian imports direct from the coun- 
tries of origin to Canadian sea or river ports, instead 
of by way of the United States, has had results of 
great benefit to Canadian shipping interests. 

In 1900, more than 33 per cent of the total 
imports of Canada came through the United States. 
The proportion, as the result of intensive campaign- 
ing, had dropped to 12 per cent during the year be- 
fore the Great War. As was to be expected, the 
quantity shipped by way of the United States grew 
during the war years, and in 1929 it was about 15 
per cent. After the war, the campaign to get goods 
direct from exporting countries was resumed, and 
it became one of the conditions attached to new com- 
mercial treaties entered into by the Dominion. 


So successful has been the plan that in the 
fiscal year ended March, 1931, the percentage was 
only 2.78. Further reduction of this percentage is 
an aim of the government and H. H. Stevens, Minis- 
ter of Trade and Commerce, who has entered into 
the campaign whole-heartedly. 


Imports Through United States Reduced 


In 1920, the imports from the United King- 
dom by way of the United States totalled $4,365,089, 
but in 1931 they were only $169,820. In 1929, the 
imports from other parts of the British Empire 
shipped by way of the United States were valued 
at $10,918,606; in 1931, these dropped to $807,078. 

A great change in ocean freight traffic in 
this respect has taken place in the last ten years. 
In 1921, the imports from all Europe by way of the 
United States totalled in value $6,755,443, or 2.55 
per cent of the aggregate. By 1931, the total had 
dropped to $1,466,503, or .65 per cent. From North 
American ports if 1921 the amount received indi- 
rectly was $9,477,508, or 15.97 per cent, but in 1931 
it dropped to $1,504,472, or 6.42 per cent. 


Some Industries Progressed 


While there was considerable difficulty dur- 
ing 1931 with the newsprint industry, farm products 
and railroads, the textile industry did well, and pro- 
duction of leather footwear showed an increase over 
the output of 1930. Business with the fisheries 
picked up considerably, and chemical and allied 
products did well. Increased imports of raw wool, 
raw cotton and other raw materials presage more 
activities in many industries in the ensuing year. 

Hydro-electric power turbines with a total ca- 
pacity of 400,000 horsepower were completed and 
put into operation in 1931. Plants with combined 
capacity of 1,500,000 horsepower, many of which 
will be completed in the current year, are under con- 
struction. One very important development of the 
past year, as a result of the disturbance of gold, 
that will make profitable the movement of American 
manufacturing facilities to Canada, is the derange- 
ment of currencies. 

With the Canadian dollar quoted, as it was in 
the middle of December, at around 75c., American 
sellers in the Dominion received currency for their 
wares at a flat discount of 25 per cent. Thus, it is 
costly for Canadians to buy in Canadian funds, but 
it is conversely profitable for Americans to sell in 
Canada. American investments in Canadian manu- 
facturing total about $540,000,000, while American 
investments in British manufacturing are only 
about half that amount. 
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The Bell System is ready for the 
faster turning of business wheels. 

Today it is reafirming confidence 
in the future. It is spending large sums 
every working day for plant additions 
and improvements. 

Its construction and improvement 
program is always going on. The 
Bell System intends to miss no sales 
because it is “‘out of stock’. This 
policy of preparedness contributes to 
the nation-wide telephone habit. 

The American Telephone and 
Telegraph Company has a record of 
paying dividends without interruption, 
through more than 50 years. 

May we send you a copy of our 
booklet “‘Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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Because of the drastic reduction in metal 
prices, and a lessened demand for non-metallic min- 
erals and structural materials, the total value of 
mineral production of Canada in 1931 amounted to 
$227,768,000, against $279,873,578 in 1930. Gold pro- 
duction, however, stimulated by lower commodity 
prices and the present exchange situation, totalled 
2,679,728 ounces, which was an increase of 27.5 per 
cent over the output of 1930. This did much to off- 
set the loss occasioned by the general drop in metal 
prices. 


Gold Production Gained 


Metals as a group vere valued at $116,431,000, 
against $142,743,764 in 1930. Fuels, consisting of 
coal, natural gas and crude petroleum, made a total 
of $55,531,000. Other non-metallic output, includ- 
ing asbestos, gypsum, salt, feldspar, magnesite, sodi- 
um sulphate and many minor minerals, were valued 
at $10,958,000, compared with $15,217,864 in 1930. 
Structural materials, such as cement, lime, stone, 
sand and gravel, and the various clay products, made 
a total of $44,849,000, a decrease of 16.3 per cent 
from that of the twelve months preceding. 

In 1930, the latest year for which industrial 
statistics are available, the capital invested in Cana- 
da’s operating mines, smelters, oil and gas wells, 
quarries and brick plants were $887,500,000. More 
than 89,000 men were employed, and received up- 
ward of $114,000,000 in salaries and wages. These 
figures show readily the tremendous influence of 
mining on the general and industrial life of the 
country. 


Silver Production Declined 


Silver prices in 1931 were the lowest ever re- 
corded. The average for February was 26.773 cents 
a fine ounce, and the price fluctuated between 27 
and 29.5 cents until November, the average for that 
month being 32.223 cents. These low prices had 
their effect on production, which, at 20,403,771 
ounces, was 23 per cent lower than in the previous 
year. 

The total value of silver output fell to $5,984,- 
109 from $10,089,376 in 1930. The output in On- 
tario was 7,036,222 fine ounces, against 10,205,683 fine 
ounces in 1930. The output in British Columbia 
dropped 30 per cent to 8,339,989 fine ounces. The 
silver lead ores of the Yukon were responsible for 
3,683,030 fine ounces, and the remainder was made 
up from mines in Manitoba and Quebec. 


Await Wheat Price Stabilization 


More than in ordinary years, Canada is await- 
ing the outcome of the Western wheat crop and the 
conditions of the world total grain yield before 
venturing to estimate the amount of recovery prob- 
able in the ensuing twelvemonth. By the beginning 
of July, however, it is conceivable that a conspic- 
uous improvement may occur in the agricultural 


situation, in commodity prices, and in the value of 
Canadian currency. 

Both in Canada and in the United States, the 
value of the 1931 field crops shrank to about 50 per 
cent of that of 1929, while the value of the income 
from livestock and dairy products showed an almost 
similar reduction. Therefore, even a return of agri- 
cultural prices to those prevailing before the war 
should—by increasing the purchasing power of the 
agricultural communities in North America—result 
in an improvement, however temporary, in prices 
of other raw materials. 


Some Industrial Gains 


An improvement in wheat prices is being 
hoped for confidently. There is no hope, however, 
of any conspicuous increase before next Summer, 
unless the reparations and war debts have been 
settled on a new and practicable basis before that 
date. The element of uncertainty is caused by the 
fact that the increase in the world’s carry-over in 
1931 was not sufficient to account for the currently 
low prices. Consequently, the price scale appears 
to be based more upon psychology than upon rela- 
tion between supply and demand. 

Much hopefulness for the future course of 
Canadian trade is based upon the sound position in 
which the chartered banks found themselves at the 
end of the difficult year of 1931. Those issuing 
recent statements of their finances stressed the in- 
crease in their liquid assets, which in every case 
were equal to more than 50 per cent of their liabil- 
ities to the public, while their investments in secu- 
rities showed 98 per cent of the total in Dominion, 
Provincial and the better class of municipal bonds. 


Encouraging Features in Outlook 


The lumber and pulpwood markets are un- 
changed, with little gain in the production of news- 
print. The value of newsprint exports from Cana- 
da in November was $8,801,532, as compared with 
$8,711,521 in October, and with $9,836,067 in Novem- 
ber, 1930. Asbestos mines continue to operate on 
a reduced scale with shipments small. The increased 
schedules on which some of the Canadian iron and 
steel plants are beginning to operate seems encour- 
aging, in comparison with the depressed state of the 
industry at the year-end. The improvement 
promised by recent railroad orders and the prospect 
of renewed demand from motor car factories is em- 
phasized, compared to last year’s diminished output. 

Bank debits in November were slightly larger 
than those for October, owing chiefly to the sub- 
scription to the National Service Loan. Current 
loans in October, the latest reported, were increased 
by more than $4,000,000 in the month, following an 
expansion of $10,000,000 in September. Promising 
features in the present economic outlook include 
the healthy condition of savings deposits, the strong 
technical position of Canadian manufacturers, and 
a prosperous gold-mining industry. 
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